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THE WHITE HOUSE 

WASHINGTON 

August 18, 1978 

BOB LIPSHUTZ 

The attached was returned in 
the President's outbox: It is 
forwarded to you for appropriate 
hand�ing. 

Rick Hutcheson 

RE: Executive Privilege Claim 



THE WHITE HOUSE 

WASHINGTON 

8/17/78 

Mr. President: 

Lipshutz indicates that 
a cursory glance at the 
21 documents will suffice 
for the purposes of para­
graph four of the affidavit. 

Rick 
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MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOlJSE 

WASHINGTON 

August 17, 1978 

THE PRESIDENT � .� 

ROBERT LIPSHUTZ � I� 
MARGARET McKENNA � 
Executive Privilege Claim 

Attached is an affidav.it for your signature which 
claims Executive privilege with r�gc:t.rd to seventeen 
documents soUght by the plaintiffs in a lawsuit .. 
The lawsuit has been brought by National Corn­
growers Association Inc. a.nd Corp Refi:ne;rs 
Association Inc., against Secretary of Agriculture 
Bob Bergland to overturn your decision on sugar 
import quotas. 

The seventeen documents consist of memoranda from 
officials of the Department of Ag:ricu],.ture a.n(l 
the White House Staff giving you reconunendations 
and opinions and advice on the sugar quota iss�e. 
Ne believe these doc�ments should rerriain 
confidential so as not to impair the free flow 
of advice to you. 

We ha.ve claimed Executive privilege twice in the 
last nineteen rronths in court. Both of those times 
you were out of the country and I signed the 
affida.vit for you. �he Justice Department believes 
tha.t, in order to present our case most effectively, 
you should sign the affidavit personally. We agree 
and reconunend that you Sign both copies of the 
attached affidavit. Please note paragraph 4. 

Attachments 

TWO SIGNATURES REQUESTED 
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UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF IOWA 

CENTRAL DIVISION 

NATIONAL CORN GROWERS ASSOCIATION, ) 
JNC., e.t al. , ) 

) 
Plaintiffs, ) 

) 
v. ) 

) 
ROBERT s. BERG:.J:..AND I et al. I . .  r 

) 
Defendants. ) 

Civil Action No. 

77-298...;1 

AFF:IPAVI_T 1\NP. C.LAIM OF PRIVILEGI:: 

I, Jinuny Carter, being duly sworn, do depose and.say as 

follows: 

1. I am the President of the United States. 

2. I understand that plaintiffs National Corn Growers 

Association, Inc. and Corn Refiners Association, Inc. , have 

filed suit in the United States District Court for the 

Southern District of Iowa, Central Division, against Secre-

tary of Agriculture Bob Bergland, among others. 

3. I have been advised that on or about January 10, 

1978, the plaintiffs filed a First Request for Production of 

Documents which sought fourteen (j_4) c�teg-ories of documents 

within the possession and control of the Secretary of Agri-

culture. 

4. I have person�lly reviewed twenty-one (21) documents 

presented to me by my Counsel. and.which I understand are 

sought by the plaintiffs. Seventeen (l7) of these documents, 

some of which bear my handwritten notations, are described 

in the l.j.st attached hereto as Exhibit A and are subject to 

a claim of executive privilege as specified below. 



5. The documents described in Exhibit A consist of 

minutes of a cabinet meeting as well as communications 

between officials of the Department of Agriculture and the 

Secretary of Agriculture, officials of the Department of 

Agriculture and my staff, the Secretary of Agriculture .and 

me, and my staff and me. These documents set fo:ttn and 

reflect considerations, recortiinendations, deliberations, and 

options, comprising p art of the process by which govern-

mental decisions and policies are formulated and carried out 

�nd official duties and responsibilities are disc�arged. 

6. The free and frank discussion within the intra- and 

interagency process with respect to the mandate of t;he 

Department of Agriculture to maintain a viable domestic 

sugar indu,stry through the provision of a price support 

payment program and a subsequent price support loan program 

for domestic cane and beet sugar is, in my judgment, an 

essential part of the decision�making process. To be effec-

t i ve, however, such comrnunica tions, .recommendations and 

views must·remain confidential. 

7. Production of the seventeen (17) withheld documents 

would necessarily recount the reasoning, deliberations, 

expressions of views and opinions of officials of the Depa:tt..­

ment of Agriculture and my staff involved in the preparation 

of advice to me. The release of these documents wou,ld, in 

my judgment, be injurious to the public interest and to the 

constitutional doctrine of separation of powers because I, 

as President of the United States, need to receive £rank 

recommendations and opinions from officials of the E�ecut:i.ve 

Branch and my staff to effectively discharge my constitutional 

duties. ·Any impairment of the free flow of recommendations 

- 2 -
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and advice to me would adversely affect the pu}::>lic interest.; 

I therefore assert this fOrn:lCil claim of executive privilege 

as to the documents described in Exhibit A. 

Washington ) 
) ss. 

District of COlumbia) 

--------- 77 
v'·�· U::L 

JIMMY CARTE 
Presidertt the United States 

Su.bscribed and sworn to before me this __ day of August, 
1978. 

NOTARY PUBLIC 

- 3 -
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E_}{H;IBIT A 

LIST Of DOCUMENTS-UPON WHICH 
--� C:::LAIM OF EXECUTJ;VE _ P�IV:i:LEGE IS INVOKED 

1. Two page memorandum dated November 11, 1977 from Stuart 
Eizenstat and Lynn Daft to the President, the subject of 
which is "J:mplemeiltation of the de la Garza Amendment". It 
is a memorandum of an advisory nature concerning optiQns and 
recommendations relative to the implementation of the de la 
Garza amendment and import restrictions, including the 
possibility of imposing tariff fees or duties on imported 
sugar. The memorandum contains the President's handwritten 
notations which reflect his policy preference. 

The memorandum has two attacbment·s: a two page press 
release dated November 8, 1977 regarding the .i:rnplementation 
of minimurn wage rates for sugar fi!=ldworkers and a two page 
press release dated. November 8, 1977 regarding the implementation 
of the sugar price suppor:t loan program. No. claim of executive 
privilege-is.made as to these attach!nents. 

2. One page memorandum dated May 24, 1977 from Stuart 
Eizensta.t to the President, the subject of which is "Pro­
posed Sugar Program ''. It is a memorandum o£ an advisory 
nature which sets forth options and recommendations regarding 
the sugar price suppo�t payments program and the �etention 
by processors of sugar of part of the pc;tyments made there­
under as well as the· exclusion of certain sugar crops from 
its coverage. 'rhe memorandum contains the President's hand­
written notations which reflect his policy preference. 

3 0 Three page memorandum dated September 10 I 1977 -from 
Stuart Eizenstat and Lynn Da-ft to the President, the subject 

·of which is "Sugar Policy":- It is a memorandum of an advisocy 
nature which contains options and recommendations regarding 
the establishment and implementat:Lon of an interim sugar 
price support paymen.ts_program and the price support loan 
program. The memorandum contains the President's band­
written notations which reflect his policy :preferences. 

4. Six page memorandum dated Janue1ry 16, 1978 from Stuart 
Eizenstat and Lynn Daft to the President, the subject of 
which is ''Implementation of the Sugar Price Support P:r:ogram''. 
It is a memorandum of an advisory nature containing options 
c;1nd recommendations regarding problems arising from the 

-

imposition of fee schedules on impo:r:ted sugar. The memoran­
dum contains the President' s handwr.i tten notations which 
reflect his policy preferences. 

5. Seven page memorandum dated April 23, 1977from Stu(lrt 
Eizenstat and :t:,.ynn Daft to the President, the subject of 
which is "Sugar Policy". It .is a memorandlim of an advisory 
nature containing options and recommendc:ttions reg(lrding 
methods of interim and long-term assistance to the domestic 
sugar industry. The memorandum contains the President's 
handwritten notations which reflect his policy preferences. 

. ' 
' 
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6. One page memorandum dated May 24, 1977 from Secretary 
Bergland to the President, the subject of which .is 11Proposed 
Provisions of Sugar Program". It is a·memorandum of an 
advisory nature concerning recommendations and approval of a 
price support program for sugar. The memorandum contains 
the President's handwritten notations which reflect his 
policy preference. 

The memorandum has one attachment: a draft press 
release dated May 23, 1977 regarding the proposed sugar 
price support payments program. 

7. Ten page memorandum dated November 7, 1977 from Stuart 
Eizenstat and Lynn Daft to the President, the subject of 

· .  -- which is II Implementations of the de la Garza . Sugar Program". 
It is a memorandum of an advisory natq:re which contains a 
review of, options and recommendations relating to the price 
support of sugar, including implementation of the price 
support loan programmandated by the de la Garza amendment. 

8. Three pCige memorandum dated July 7, 1977 from Stuart 
Eizenstat and Lynn Daft to the President, the subject of 
which is · 11 Sug·ar Policy". It is a memorandum of an advisory 
nature concerning the status of negotiations relative to the 
International Sugar Agreell1ent and a review of and options as 
well as recoJ.ttmendations relating to the imposition of tariffs 
on imported sugar and the effects thereof.· .The memorandum 
contains the President'· s handwritten notations which reflect 
his policy preference. 

9. Two page document consisting of the Min1.1tes of the 
August 1, 1977 meeting of the President's Cabinet. This 
document memorializes the information, advice and recornrnenda­
tion provided the President by his Cabinet, including Secre­
tary Bergland, regarding the passage of the de la Garza 
�mendrnent, legislative effol:'_ts of the Administration in that 

·regard, as well as matters pertaining to the International 
Sugar Agreement. 

10. Six page lettt3r dated December 29, 1977 from Acting 
Secretary of Agriculture John c. White to the President. 
'i'he subject of which is 11 Sugar Import Duties and Fees 11• 
I.t is a document of an advisory natu:te cd:.'ltaining options 
and recornrnendations regarding problems arising from the 
imposition of fee schedules on imported sugar. 

11. Three page memorandum dated April 15, 1977 from Secre� 
tary Bergland to the President, the subject of which is 
"Sugar Policy". It is a memorandum of an advisory nature 

.containing options and recornrnendations concerning the estab­
lishment of price S\lpport programs and tariffs on imported 
sugar. 

12. Three page letter dated November 8, 1977 from Secretary 
Bergland to the President. It is a document of an advisory 
nature containing recortlrtlendations concerning import r.estric­
tions and the issuance of a Presidential Proclamation imposing 
import fees upon sugar. 

The letter has two attachments: a four page Proclamation 
regarding import fees on sugar, ·sirips, and molasses;. and a 
four page Proclamation regarding modification of tariffs on 
certain sugars, sirips, and molasses. No claim of executive 
privilege is made as to these attachments. 

- 2 -
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13. Three page letter dated October 20, 1977, froin Assistant 
Secretary of Agricultqre Dale Hathaway through Secretary 
Bergland to Stuart Eizenstat, the subject of which is "Action 
on Sugar.'' It is a memorandum of an advisory nature con­
cerning the timing of establishing a price support loan 
program for sugar. 

The Memorandum has one attachment: a one page undated 
document setting forth the stocks, conswqption and price 
(current and support), and imports of sugar. 

14. Three page l etter dated December �9, 1971 from Secre'­
tary Bergland to the President. :tt is a document of an 
advisory nature containing recoinrtlendations concerning the 
issuance of a Presidential Proclamation imposing import fees 
on sugar. 

The letter has one attachment: a five page draft 
Proclamation regarding import fees on sugar, sirips,.and 
rnolasses. 

15. Seven page memorandum (unsigned) dated March 31, 1977, 
the subject of which is ":I:nte.rdepartmental Task Force on 

.sugar". It is a memorandum of an advisory nature containing 
options and recommendations regarding the methods by which 
price support could be provided for domestic sugar. 

· · .. . . · .( .::." " 

16. Five page memorandum dated February 25, 1977 frolll 
Secretary Bergland to the Economic Policy Group, the subject 
of which is "Sugar Policy''. It i$ a memorandum of an ad-
visory .nature containing recommendations and options regard­
ing the International Sugar Agreement a$ well as the establish­
ment and terms of a sugar price support program. 

17. One page memorandum dated November 1, 1977 from Secre­
tary Bergland to StuC�,rt �izenstat, the subject of which is 

.. '�Telegram from Senator LOng,. et al. Regarding Sugar Price 
Support". It is a memorandum of an advisory nature which 
contains a characterization of the deliberative process 
involved in the establishment of the sugar price support 
p:rogratns. 

- 3 -



and advice to me would adversely affect the public interest. 

I therefore assert this formal claim of executive privilege 

as to the documents described in Exhibit A. · 

Washington ) 
) ss. 

District of Columbia) 

JIMMY CARTER 
President of 

Subsc:t.ibed and sworn to before me this __ day of August, 
1978. 

NOTARY PUBLIC-

- 3 -
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UNITED STAT�$ DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF IOWA 

CENTRAL DIVISION 

NATIONAL CORN GROWERS ASSOCIATION, ) 
INC., et al�, ) 

) 
Plaintiffs, ) 

) 
v. ) 

) 
ROBERT S. B�RGLANO, et al., ) 

) 
Defendants. ) 

Civil Action No. 

77-298-1 

AFFIDAVIT AND CLAIM OF PRIVILEGE 

I, Jimmy Carter, being duly sworn, do depose and say as 

follows: 

1. I am the President of the United States. 

2. I understand that pJ,.aint:i .. ::tfs National Corn Growers 

Association, Inc. and Corn. Refiners Association, Inc., h�ve 

filed suit in the United States District Court for the 

southern District of :towa, Central Division, against Secre-

tary of Agriculture Bob Bergland, among others . 

. 3. I have been advised that on or about January 10, 

1978, the plaintiffs filed a First Request for Production of 

Doc'uments which sought fourteen (14) categories of documents 

within the possession and control of the Secretary of Agri-. 

culture. 

4. I have personall-y reviewed twenty-one (21) documents 

presented to me by my·Counsel and which I understand are 

sought by the plaintiffs. Seventeen (17) of tbese documents, 

some of which bear rnY hartdwrit:ten notations, are described 

in the list attached hereto as Exhibit A and are subject to 

a claim of executive privilege as specified below. 



5. The documents described in Exhibit A consist of 

minutes of a cabinet meeting as well a$ communications 

between o.fficials of the Department of Agriculture and the 

Secretary of Agriculture, officials of the Department of 

Agriculture and :m:y staff, the Secretary of Agriculture and 

me, ·and m:y staff and me. These documents set forth a11d 

reflect considerations, recommendations, deliberations, and 

options, comprising part of the process by which govern-

mental decisions and policies are formulated and carried out 

and official duties and responsibilities are discharged. 

6. The free and frank discussion within the .tntr�- and 

interagency process with respect to the mandate of the 

Department of Agriculture to maintain a·viable domestic 

sugar industry through the provision of a price support 

payment program and a subsequent price support loan progrcpn 

for domestic cane and beet sugar is, in my judgment, an 

essential part of the decision-making process. To be effec-

tive, however, such communications, recoffiinendatdons and 

views must remain confidential. 

7. Production of the seventeen (17) withheld document$ 

would necessarily recount the reasoning, deliberations, 

expressions o£ views and opinj.ons of officials of the Depart­

ment of Agriculture and my staff involv:ed;in. the preparation 

of advice to me. The release of these documents would, in 
' 

my judgment, be injurious to the public interest and to the 

constitutional doctrine of separation of powers because I, 

as President of the United States, need to receive frank 

recommendations and opinions from officials of the Executive 

Branch and my staff to effectively discharge my constitutional 

duties. Any impaipnent of.the free flow of recommendations 

- 2 .,. 
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EXHIBIT ·A· 

LIST OF DOCUMENTS UPON WHICH 
A CLAIM OF.�XECUTIVE PRIVILEGE IS INVOKED 

1. Two page memorandum. dated November 11, 1977 from stu:a:tt 
Eizenstat and Lynn Daft to the President, the subject of 
which is "Implementation of the de la Ga.rza Aroendinent". It 
is a memorandum of an adv.isory nature concerning options and 
recommendcltions relative to the implementation of the de la 
Garza amendment and import restrictions, includ:i,.ng the 
possibility of imposing tariff fees or dl,lt,i.es on im:ported 
sugar. The memorandum contains the President's handwritten 
notations which reflect his policy preference. 

The memorandUII1 hq.s two attachments: a two page press 
�elease dated November 8; 1977 regarding the implementation 
of minimum wage rates for sugar fieldworkers and a two page 
press release dated November 8, 1977 regq.:rding the implementation 
of the sugar price support loan program. No claim of executive 
privilege is made as to these attachments. 

2. One page memorandum' dated May .24, 1977 from stuart 
Eizenstat to the President, the subject . of which is "Pro­
posed S ugar Program''. ·It is a memorandum of an advisory 
.nature which sets forth options and recommendations regarding 
the sugar price support payments program e1nd the retention 
by processors of sugar of. part of the payments made there­
under as well as the exclusion of certain sugar c:r:-ops f.rom 
.its coverage. The memorandum contains the President's hand­
written notations which reflect his policy preference. 

3. Three page memorandum dated September 10, 1977 from 
St uart Eizenstat and Lyn.n Daft to the President, the subject 
of which is "Sugar Policy".- I.t is a memorandum of an advisory 
nature which contains options and recommendations regarding 
the establishment and iirJ.p:l.ementation of an interim sugar 
price support payments program and the price support loan 
program. The memorandum contaJns the President's hand­
written notations which reflect his policy.preferences. 

4. Six page memorandum aated January 16, 1978 from Stuart 
Eizenstat and Lynn Daft to the President, the subject of 
which .is "Implementation of the St1ga:J;" Price Support Program''. 
It is a memorandtlJ:[l of an advisory nature containing options 
and recoinmendations regarding problems arising from the 
imposition .of fee schedules on imported sugar. The mell\oran­
dum contains the President's handwritten notations which 
reflect his policy preferences. 

s. seven page memorandum dated April 23, 1971 from Stuart 
Eizenstat and Lynn Daft to the President, the subject of 
which is "Sugar Policy". It is a memorandum of an advisory 
nature containing options and recommendations regarding 
methods of interim and long-term. assist.ance to the domestic 
sugar industry.· The memorandum contains the President's 
handwritten notations wh;ich reflect his policy preferences. 



6. One page memorandum dated May 24, 1977 f�om Secretary 
Bergland to.the President, the subject of which is "Proposed 

-Provisions at Sugar Program". It is a memor&ndum of an. 
advisory nature concerning reconunendations and approval of a 
price support program for sugar. · The memorandum contains 
the President's handwritten notations which reflect his 
policy preference. 

The memorandum has one attachment: a draft press 
rel,ease d&ted May 23, 1977 regarding the proposed sugar 
price support payments program. 

7. Ten page memorandum dated November 7, 1977 from Stuart· 
Eizensta-t arid Lynn Daft to the President, the subject of 

_ _which is "Implementations of the de la Garza Sugar Program". 
:rt is a :memorandum of an advisory nQ.ture which·cantains a 
review of, options and recomrtl.endations relating to the price 
support of sugar, including implementation of the price 
support loan prog;ram �a.ndateq by the de la Garza amendment. 

8. Three page memorandum dated July 7, 1977 from Stuart 
Eizenstat and Lynn Da-ft to the President, the subject of 
which. is ''Sugar Policy". It is a memorandum of an advisory 
nature concerni:ng the status of negotiations relative to the 
Inte;rnational Sugar Agreement and a review of and options as 
weli as reconunendations relating to-the imposition of tariffs 
on imported suga·r a_nd the effects thereof. The memorandum 
contains the President's handwri.tten notations which reflect 
his policy preference. 

9. Two.page docume:ht consisting of the Minutes of the 
August 1, 1977 meeting of the :t?resi<;lent's Cabinet. Tbis 
document memorializes the information, advice and recOmrtl.enda­
tion provided the President by his Cabinet, including Secre­
tary Bergland, regarding the passage of the de la Garza 

.amendment, legislative efforts of the Administration in that 
E ;,. . regard, as well as matters pertaining to tbe International 

Sugar Agreement. 

10. Six page letter qated December 29, 1977 from Acting 
Secretary of Agricult.ure John c. White to the President. 
The subject of which is "Sugar Import Du,tief!l and Fees". 
It is a document of an advisory nature containing options 

· and reconunendations regarding problems arising from the 
imposition of fee schedules on imported sugar. 

11. Three pe1ge memora.nclum dated April 15, 1977 from Secre­
tary Bergland to the President, the subject of which is 
"Sugar Policy". It is a memorandum of an advisory nature 
containing options and recoil'IItlendations-concerning the estab­
lishment of price support programs and tariffs on imported 
sugar. 

12. Three page. letter dated November 8, 1977 from Secretary 
Bergland to the President • .  It is a doclJ,I1lent of e1n advisory 
nature containing recortunendations concerning import restric­
tions an<i the issuance of a Presidential PrQclamation imposing 
import fees upon sugar. 

The letter has two attachlnents: a fo'tlr page Proclamation 
regarding import fees on sugar, si:tips, and molasses;_ and a 
.£au� page Proclamation regarding modification of ta-riffs on 
certain-sugars, si:tips, and molasses. No claim of executive 
privilege is made as to these attachments� 
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13. Three page letter dated October 20, l977, from Assistant 
Secretary of Agricult1..1re Dale Hathaway through Secretary 
Bergland. to Stuart Eizenstat, the subject of which is "Action 
on Sugar." It is a memorandum of an advisory nature con­
cerning the timing of.establishing a price support loan 
program for sugar. 

The Memorandum has one attachment: a one page undated 
document setting forth the stocks, consumption and price 
(current and support), and i�ports of sugar. 

14. Three page letter dated December 29, 1977 from Secre­
tary Bergland to the President. It is a document of an 
advisory nature containing recommendations concerning the 

_ _issuance of a Presidential Proclamation imposing import fees 
on sugar. 

The letter bas one attachment: a five page draft 
Proclamation regarding import fees on sugar, sdrips, and 
molasses. 

15. Seven page memor�ndurtl (unsigned) dated March 3 1, 1977, 
the subject of which is ''Interdepartmental Task Force on 
Sugar". It is a memorandum of an advisory nature containing 
options and recormnendations regarding the methods by whicb 
price support could be provided fol:' domestic sugar. 

16. Five page memorandum dated February 25, 1977 from 
Secretary Bergl,and to the Economic Policy Group, the subject 
of which is "Sugar Pol,icy''. It is a memorandum of. ail ad­
visory nature cont·aining recommendations and options regard­
ing the International Sugar Agreement as well as the establish-
ment and terms .of a sugar price support program. 

17. One page memorandum dated November 1, 1977 from Secre­
tary Bergland to Stuart Eizenstat, the subjeqt of which is 

·�·· 
.. "·Telegram from Senator Long,"·· et al. Regarding Sugar Price 
Support". It is a memorand1..1rn of an advisory nature which 
contains a characterization of the deliberative process 
involved in the establishment of the sugar price support 
programs. 

- 3 -
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THE WHITE HOUSE 

WASHINGTON 

17 documents 

We have claimed privilege 
on all 17. 

.,_: 



TI-iE WHITE HOUSE 

WASHINGTON 

17 documents 

We have claimed privilege 
on all 17. 
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.THE WHITE HOl,JSE 

WASHINGTON 

November 11, 1977 

MEMORANDUM FOR: THE PRESIDENT. 

l!'ROM: 

SUBJ:f,:CT: 

ST
.
U EIZENSTPfr.\

·

·
· ·� �. . . · 

LYNN DAFT ·� · 

·:rm:plem:ent·i·ng .· ·t.he de· Ta Garza 
SQg'C!r: :rrogram 

· 

On Tuesday, the Department of Agriculture announced regulations 
for implementation of the de.la Garza sugar pJ;ogram (press. 
releases attached at Tab A). Thougn the program will not 
become operational for several more days, it is necessary to 
begin implementation of import restrictions now. Pursuant 

.to your· decision to use tariffs rather than quotas, ·Secretary 
Bergland C!.:lso announced that he would 9-sk you to impose fees 
{tariffs) on importeQ. sugar. As you know, these fees are 

necessary to prevent the price support program from being 
·rendered ineffective by sugar imports . 

To implement these fees, you are required to take three 
actions: 

(1) 

(2) 

(3) 

Issue a· proclamation u.IJ.der t.he ·emergency provisions 
of Section 22 (:1:>) of the Agriculturai Adjustment 
Act ii!1posing import fees of up to 50 percent ad 
valorem. 

As required under Section 22, direct the International 
Trade.Co:mil1ission to make an investigation of the 
need for the imposition of import restrictions . 

Issue a proclamation under the Headnote of the · 

Trade Expansion Act of 1962 to raise the duty from 
1.875 cents per pound to 2.81?5 cents per pounCI., 
on average. 

The authorizing documents for each of these actions is 
attached {Tabs B, c, and D). They have been reviewed and 
�pproved by the USDA, STR, Treasury, State, and Justice. 



. .... 
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A few points regarding the duty: 

o It will be a variable du�y, declining as the world 
price rises. The fee imposed under section 22 
will.decline first. 

0 '.rhe maximum amount of duty authorized i,s 6.1375 
cents per pound. Of this,· 2.8125 cents is autllorized 
tmder the Headnote ·authority and 3;325 und�+ 
·section· 22.· 

· 

o Sugar in transit from fore:j:gn ports on the date of 
the proclamation is exempted f:rom the duty increases. 

·o Likewise, sugar sold on "f;orward contracts" to be 
delivered by January 1 is also exempted from the 
duty increases. 

o Sugar entering under the Generalized System of 
Preferences ·(GSP) fro!Il designated developj.ng 
countries will be required to pay the Section 22 
portion of the duty. 

o Certain sugar destined for industrial. use only 
(accounting for only 0.2 percent of total imports) 

is exempted from the Section 22 portion of the 
.duty. 

We recommend that you approve these proclamations. Your 
· signature will implement the dec.ision to impose tariffs 

which you made a few days ago. 
· 

DECISION 

Approved 

Disapproved 

r.Torrs or r.ne un1 r.ea �r.ates · 1nternat1ona1 'l'rade c 
! · 

ommlSSlon. 
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. U.S. DEPARTMENT OF AGRICULTURE 

SECRETARY BERG!k'W ANNOUNCES SUGAR. LOAN PROGRAH PROVISIONS: 

. WASHINGTON, Nov. 8 �secretary of Agriculture Bob Bergland today announced 

regulations for the 1977-crop sugar loan progr� required by the Food and 

Agriculture Act of 1977. With the initiation of the loan program, the Department 

will end the price support payment program announced earlier (see USDA press 

releases 2618-77 and 2855-77) • 

. .  • 

Under the loan program, the Commodity Credit Corporatiot:J. (CCC) wiU offer 

sugar processors loans of 14.24 cents per pound of refined beet sugar and 13.50 

cents per pound of c:ane sugar (ral-1 value). 

-, To qualify, processors must pay producers at least the same prices set 

under the payments program. Producers, in turn, mu5t pay their sugar production 

employees at least the minimum wage rates (now bei.ng devel,oped by the Department) 

in order to be eligible for price support. 

Loans will be accepted by state Agricultural Stabilization and Conservation 

(ASC) committees in the state where the sugar processor is headquartered. 

The previous payment program still applies to 1977-crop st;J.gar marketed through 

Nov. 7, if application for payment is made no later than Nov. 22. 

Other major loan program provisions appear below. 

--Loans can be made on tefined beet sugar , raw cane sugar, cane syrup and 
edible molasses m;ade from 1977-crop sugarbeets and sugarcane for which producers 
certify to processors that minimum wage requirements are met. 

- more -

4270 USJc\ 3209,...77 
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·-Sugar used as loan collateral must be _in storage owned or leased by the 
p�ocessor and must not have been reported as marketed under the interim 
payments program. 

----The interest rate in effect at the time a loan is disbursed (currently 6 
percent) will not cha11ge. �nterest is charged only if the loan is redeemed. 

-J,.oans will mature on the last day of the_ eleventh month folloWing the · 

month of disburse�ent, but CCC may acceierate the �t:uP,.ty date. 

�A processor may redeem a loan at any time during .the loan period, but 
at maturity must either redeem or deliver the commodity to CCC. _ 

--CCC may take delivery in the processo�'s storage or may direct delivery 
to another facility. In either case, CCC will take title ap.d, if the quantity 

_delivered ti,mes the loan rate covers"the loan, Yri-11 consider the loan as fully· 
satisfied. 

--The processor must, where CCC -takes title in the processor's storage, 

keep it in storage until CCC directs him to remove and deliverit to another 
designated place. CCC will make I!lOnthly storage payments after it takes title 
at a rate· of IJ,ot mo1;e than $0.000833 per pound, per month. 

·. Forms to be used alld other program details will soon be available at 

state ASCS offices in appropriate states •. 

� -
·
-----
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U.S. DEPARTMENT OF AGRICULTURE 

M:]:Nn!UM UAGE RATES FOR SUGAR FIELDWORKERS TO BE SET BY USDA: 

. WASHINGTON,. Nov •. 8 --secretary o.f Agriculture Bob Bergland today announced 

tha t he intends �o establish mini.llulm wage rates for sugarbeet and sug'a.rcane field..,. 

workers in carrying out the sugar price support progr� authori�ed by. the Food 

and Agriculture Act of 1977. 
. .· 

Before determining the terms and conditions of. the m:i.n:imum. wage reqUirements, .. -

comments a�e being invited fro� agricultural worke�s , representatives o� labor, 

producers of sugarbeets.a.,nd sugarcane, and other interested persons. ·CoD!IIlents 

should be mailed to_the Sugar Br�nch, Procurement and Sales Division , ASCS-USDA, 

Room 5741 South �uilding , P.O. Box 2415, Washington, D.C. 20013, and. mu5t be 

received by Nov. 2l.to be assured of consideration. 

':rhe notice of the pt;oposed determination of minimum wage rates for sugar 

fieldwork�'t's, which is scheduled for publication in �he Federal Register later 

this week, points out that the Food and Agriculture A-ct of 1977 prov.i.des no 

guidance o:- standards to the Secretary i.n establi.shi.ng thg wage rates •. The 

Department of Agriculture formerly established mimjmum wage +ate� for sugar 

fieldworkers under the Sugar Act of 1948, as amended. That Act expired Dec. 31, 

1974. the purpose of the Sugar Act "fair wage" provision was for producers to 

share with their fieldwo:tkers on a fair and reasonable basi� the income received 

from the sale of sugarbeets or sugarcane. However, the Su gar Act -was also 

structured in such a way as to a�sure consistently remunerative prices- �0 -prod�c�r-;· 

through its "fair price" provisions. Department offic,ials said the pr ice support 

loan program now �eing placed into effect does not have a 'parallel principle . 

4269 .-more - USDA 3208�77 
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ss,·the Department intends to establish wage rates whicli will result 

that, as nearly as possib.l,e, will be "fair'' to .the worker and "reasonable" 

·to the produce�. 

The Departl:llent is requesting that all respondents to the invitation for 

comments keep all _of the issues in mind when making their specific recommendat�ons 

on the level of minimum wage rates, the operations to be covered, worker 

classifications, and Wi:lge rate differentials �mong w�rker classifications. 

Information. is also be:Lng sought oti the hourly or piecework rates now prevailing 

for workers in sugarbee t and.·s�garcan� operat:ions, other farming operations:�� and 

nearby industrial enterprises • 

..., _____ _ 

USDA. .3208-77 

·'!I 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

.--· . ····--···-·�-
_,_--�,._,....,..,..,.......,_,... 

WASHINGTON 

May 24, 1977 

THE PRESIDENT 

STU EIZENSTAT � 
r ....... 

LYNN DAFT 
�t:l) 

Proposed Sugar Program 

A draft announcement of th� new USDA sugar program is attached 
for your approval. You had· asked Secretary Bergland to let 
you see it before it was made final. Upon your approval, these· 
prov�s�ons will be published in the Federal Register with an 
invitation for conunent. 

Per your earlier instru.ctions, the program will be effective 
with the 1977 crop. Th� eight different harvesting periods 
for the 1977 crop are described on page 2 of the propoSed press 
release. Stocks- remaining from the 1976 crop will not be . q6-f!'c:/ 
eligible for payment. .. . /C.:.. -

The other issue of some sensitivity is the magnitude of payment 
to be retained by the processor. The USDA guidelines require 
processors to pay the grower all the subsidy payment except a 
rectsonable amount to be retained to cover administrative over­
head, not to exceed 10 percent of the payment. The USDA feels 
some retention by processors is necessary to (a) secure processor 
participation and (b) comply with the legal authority. 

We recommend that you approve the USDA guidelines as drafted. 

Dec;i.s_ion. 

--��----�--�- Approve 

Disapprove 



WASHINGTON .(!!_· 
THE WHITE HOUSE 

September 10, 1977 · 

HEM.ORANDUM FOR: 'l'H� PRESJDENT 

0 _/_ 
· . 

STU EI ZENSTA�\ ....) .. \Vl. 
LYNN DAFT '{� 

. 

FROM: 

SUBJECT: Sugar' Policy 0 • 

As S ecretary Bergland reported earlier, the Deputy Attorney 
General has ruled that the sugar payment program we announced 
on Hay 4 is unauthorized. You will recall that the payment 
to the processor was to be passed on to the producer in 
full, less any administrative expenses incurred by the 
processor in connection with receiving and forwarding the 
payment. This, according to the Deputy Attorney General� is 
.. indistinguishable in substance from a program of production 
payment�, which the Act prohibits; .... " 

The sugar program provisions in the pending 11 f<;1rm bilP'· 
include: 

; --, a requirement that the price of 1977 and 1978 crop 
0 sugar be support.ed through lQq._ns or purchases at a 

level between 52.5 and 65 percefit of the parity 
price. Ih no case is the minimum price st1pport 
ievel to be les$ than 13.5 dents per pound raw 
sugar equivalenb the same level of inco�e support 
we proposed last May. 

a requi�ement that the Secretary of Agriculture 
establish minimum wage rates for agricultural 
e:-�1ployces engaged in the production of su�)ftr. 

�- autho�ization for th� Secretary to suspend th� 
price suppo1--t rrogrLl.:n whenever he dete1:mines that 
an international sugar agreemertt is in effect 
v:hicll a.s�:;ures th:� · Ek:in�·c!n.::mce of a· price for sugar 
in Uv� Uni�ed ��t.J.tc::; of not less than 13.5 C:e:.1ts 
it poun;l. 

t. J ·tr.� (' t) :1 f C� r (�l-� S i:� !1 CO tll: :-·1 t� !- CC1 t;_l1 (� S C C r (� i:.a r�' t: (1 i)l�OV ,icte 
Sl1!1:� .. (;l·t fc)_!:· l�!'"i'�J C.rC)t:) �--�\l':�!G.�;: rn.::!l:_kc.tt:d })C�t\·Jt�z�rl �·!z.ty if 
��11'.�1 t!L· cit1\' tf1c-: �·:c!·�.; }.)!..(J(jl�tu;: L:._c.·cc�:n(��� ·(l l-" C· r ·a t i v G , 

l.1 :�)1.1·:): t �-;(·);'lC \.-;Cl: i rll!·:: ic)n rc�n��t i i-� �; ()\/(� )� h7}ld t t llC: Cot1.C(�LC(�S 
('" ,,, 
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�'lith respect to a payments program, Secretary Bergland 
proposes the following action, for which we would like you:t:"_ 
concurrence before proceeding� 

That: we proceed with an interim payments program to operate 
only until the p�i9� suppo�t�prog�am i§ �gllY op�r�tional. 
The payment program previously proposed through-the formal 
rule�making process has been modified to overcome the objection 
of the Deputy Attorney General. The modified program would 
require·the processor to pay the producer the same-proportionate 
share of a raw sugar price ot 13.5 cs�ts per pound, as 
specified in existing contracts. The difference between the 
actual return and 13.5 cents would be paid directly to the 
processor. Assuming the program operates for

·
. a period of 

about 2 months (before being replaced by either an internetional 
sugar agreement or the new farm bill price support program) , 
USDA estimates- it would cost $45 million. This is included . 
in the FY 1978 farm program budget estimate in·our memo to 
you o-f September 8. The SecretarY proposes to announce .this 
modified program immediately. 

The Justice Department has ruled that the USDA proposal 
meets requirements of extisting legislative authority for 
prospective payments.· Justice and Agriculture are continuing 
to explore possible ways of making retroactive payments to 
cover that part of �his year's crop (mostly Hawaii) that has 
already been ma.-r-keted. 

·· 

.To avoid further delay in the prospectiV� payments program, 
we propose that it be announced immediately while we continue 
to explore means for providing retroactive payments. There 
is no disagreement among your advisors on this action. 

Decision 

·concur 

Do not concur 

Assumin�r the "farm bill" is signed into la.\·1 by the end of. 
the month, compliance \·lilh the normal rulc-nw.k:inC} procedures, 
including the conduct of \vagc-rate hearings, t·lill m2an. that 
the manduted price support p�oqram cannot be implemc.�nted 
before November 1. One alternative is for the Secretary, 
us in<J e:d sting ley i s1a t i \1e au Lho;�:i t.y, to implcn�>::'n t part of 
the price support proqr.un by t)c l..Ob�-:lr 1. 'J'hl�rc .'J.l"C� siqnif.ic.:tnt 
c1Ln,:l.,�u.:ks to doing so, ho\:c:�vcr. 'l'he Intc:rrutional Sugar 
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Agreement negotiations are scheduled to begin in-Geneva on 
September 19 and continue for three weeks. It wou ld be 
highly des�rable to avoid taking any trade restrictive 

· action - such as �1oul,d be required by the · ne\v price support 
program -- that might disrupt these negotiations . Since 

· 

existing la\'7 does not provide authority fo:J::" holding wage­
rate hear ings and establishing minimum \'Tage rates, that par t 
of the new program must necessarily await approval of the 
new la�. Fin� l ly , you hav� not yet indicated whether you 
'\'lOUld sign the farm bill. Our initiation of the program 
now, which the Administration opposed, would strongly imply 
that you intend to approve the bill. 

Secretary Berglc:md thus ;recommends that we ma�e the ne<;:essary 
·preparations to irnplement.the sugaJ:" program requ,ired in the 

farm bill, h1.1t that \ve not implemeJlt any part of that program 
tmtil the farm bi 11 has been signed, p_ublic cqmments _ SQlici t�d, 
and hearing s  peld to establi?h minimum wage rates f9r- \·lork.ers. 

Your advisors all recommend that you concur with this action. 

Decision 

/ 

• 

concur 

Do not concur 

II 
\ 
i 

I 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE: HOUSE 

WASHINGTON 

January 16, 1978 

THE PRESIDENT . . . 1 .-

STU
_ 

EIZE . . N�T�� 
LYNN DA,FT W' .. 

Impl��entation of t_he Sugar 
Price Support Prog�am 

In the attached memorandum, Acting Secretary White describes 
the problems they have enco�ntered in tryi-ng to implement 
the sugar price support program arid asks for your approval 
of measures to .correct these problems • . · Since ope of these 

•shortcomings allows refined sugar to be imported at prices 
that place domestic refiners at ·a COJ:t!Petitive disad.vantage, 
prompt action is required. 

-

Your decision on six issues is sought. A summary of each 
issue together with.a,gency recommendations follows. A more 
detailed discussion appears in the USDA memorandum. 

(1) ·Should the price objective for_ import�_d. rt;1� sugar :Pe 
rais�d from l_3 � 5 cep._t� per pound to 13.8 cents per pound? 

Under the price support program, processors can obtain 
non-recourse loans at 13. 5 cents per pound, raw value._ - -
However, if sugar producers choose to repay their.loans 
and redeem their sugar stocks, they are required to pay 
an interest charge of 0.0675 cents per month in addition 
to repayment of the principal. Thus, the market price 
for sugar can be at or slightly above the 13.5 cent 
support level and still be lower t.han th� total payment 
required for redemption of the loan. Under this 
circumstance, there would be an incentive for the 
processor to default on the loan and to acquire needed 
stocks at the lower market price. -

To avoid creating this incentive, the U.$RA recommends 
that the price objective for imported raw sugar be 
raised above the 13.5 cent loan level sufficient to 
compensate for this charge. The loan level would 
remain unchanged at 13.5 cents. They estimate that a 
price objective of 13.8 cents per pound will be required 
to encourage repayment of loans and help avoid CCC take-over 

·' 
I 

\ 
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of stocks during the first third of 1978. To date, 
loans of $24 million have been made • .  To the extent 
this higher import pric� objective helps avoid defaults 
of CCC loans, it will reduce budget exposure. Unfor­
tunately, it is not possible to estimate the magnitude 
of; this exposure with any precision. There will also 
be a marginal political advantage for domestic sugar 
interests in that the higher price objective w:i,ll, 
further tip the competitive balance in favor of domestically 
produced sugar. 

The principai.drawback to the higher price objective is 
that the higheJ: tariff it requires will tend to cause 
domestic prices to rise faster, though the very large 
stocks that have accumulated over the past few monbhs 
in anticipation of the higher tariff will serve as a 
brake·to this increase. 

OMB concurs in the USDA recommendation in the interest 
of holding budget costs down. We consider this a close 
callo Though we are conce:r:ned with the incremental 
inflationary impact, DPS feels that the budgetary 
threat is more immediate and tnerefore concurs with the "'' 
USDA/OMB recommendation. 

CEA, Stat,e, STR, and Trea,_sury feel the price objective 
should remain at 13.5 cents. CEA argues that once the 
existing excess stocks are worked down, the domestic · : · 

and imported price will be equalized, leaving no reason 
for processors to place sugar under loan excep·t as an 
interim cash flow aid. They go on to argue that this 
is a service for which processors should be required to 
pay, especially since the 6 percent interest rate well 
below commercial rates, already represents an advantageous 
subsidy. Treasury feels that there is a low risk of 
CCC take-over·of stocks with a price objective_of 13.5 
cents. Stat_e argues that raising the price objective 
would be costly to consumers and would be perceived 
internationally as a protectio�istic action . 

DECISION 

Raise price objective to 13.8 cents (USDA, 
/ OMB, DPS) 

V . . Maintain ;1..3. 5 cent price objective (CEA, 
STa, State , Treasury) 
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(2) Should the variable �ee provided i:g. Proclama_t.;ion '4538, 
whicb_you issueQ. on Novembe_r_ll, 1977,_be replaced 
with a fixed_ �ee? 

USDA concludes that·the variable fee now in use suffers 
from two major problems: (1) it is susceptible to .. 

_manipulation and fraud and {2) it is exceedingly difficult 
to administer, given the valuation p�ocedures used by -
Customs. As a result, USDA reconunends adoption of a 
fixed fee of 3.0·cent!:3 per pound for raw sugar. They 
estimate that a fee of this magnitude would bring the 
price of imported raw sugar to the 13.8 cent price -
objective tbey recommend for the first four months of 
1978. This fee is based on the average spot prices 
quoted during mid-August to mid-December of last year 
for sugar to be delivered in the first quarter of this 
year. The level of this fee will be changed in the 
future, consistent with changes in market price. To 
the extent this is required, it will necessitate 
additional Pres:i.dentiai proclamations. 

OM!} and oi?s concur with the USDA reconunendation of a 
fee_ fixed at 3.0 cents. Treal?ury and St.ate agree that 
a fixed fee should be used but that it should be set 
lower. , Treasury recommends a fee o:i: 1 .• 7_ cents per _ 
pound; State reconunends l,.S· cents. These-lower fees 
are consistent with the lower price objective they 
recommend and with their judgment that the appropr:iate 
world reference price is somewpat above that assumed by 
the USDA. S!I'R favors use of- a fixed fee, though they · 
believe-it should. be based on a formula and adjusted 
periodically. CEA still considers the variable fee as 
being tbe most logical, but recognizes t-he difficulties 
in its administration. CEA ·thinks a 3 cent fee is too 
high and would further add to consumer costs. Also, it 
is unnecessary to protect the CCC loan program. 

DECISION 

Fixed fee of 3.0 cents (USDA, OMB, DPS) 

Fixed fee of 1.7 cents (Treasury) )'1/do!th 4 
Fixed fee of 1.6 cents (CEA) ?;Ue,L /S� d 

Fixed fee of 1.5 cents (State) 

of 
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(3) What level of import fee protection should be provid�d 
fo* _:J;E;!:f';i.J1.�cl ?u_gg:r? 

The proclamation that is now in effect makes no dis­
tinction between raw and refined sugar. As a result, 
refined sugar i!ijports have escaped t:ne fee, placing 
domestically refined sugar at a competitive disadvantage. 

_The U$DA proposes to correct this l:>y_imposing a fixed 
fee ��35 ce�ts per pound. As with the fee on raw 
sugar, th�s fee· is designed around a 13.8 cent price 
objective, raw basis. It assumes u.s. refining costs 
of 4.0 cents per pound. Excluding refining loss (which 
is calculated at 8 percent of the raw sugar price), 
this fee also assumes that refining costs, on balance, 
are about the same in other parts of the world as in 
the United st�tes. 

OMB, CEA, STR, and DPS concu:r w:i.th th:i.s recommendation. 
However, State recommends the fee be 1.85 cents and 
Treasury recommends that it be 1.94 cents. Though the 
domestic refining industry, which has been seeking. a 
zero quota on refined sugar import�, will not be happy 
with a fee of even 3.35 cents, your advisors are agreed 
that it offers ample protection against foreign com­
petition. To help ease the problem refiners will have 
with this decision, USDA proposes that: · {1) we emphasize 
the emergency nature of the authorities b�ing used; {2} 
that we ask Customs to report values on a daily basis 
so that we can closely monitor the price at which any 
imports are entering; and {3). that we announce that 
dumping will not be tolerated and if we find evidence 
c;>f dumping, prompt acti,on will be taken to curb it. 

DECISION 

3.35 cent fee {USDA, OMB, CEA, STR, DPS) • zf5- . 
1.85 cent fee- {State) . /U�tU. . ·  

1.94 cent fee (Treasury) 
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(4) Should the Internaticmal Trade Com.roission b.e_ Q._.i.rected 
tq . �JC:pand �ts o:ngo�ng . �nves.tigati.on to �nclude sugar-
containing products? 

· · 

The existing and propose¢! fees on· imports of raw and· 
refined sugar create a strong economic incentive for 
importers to seek ways of importing sugar in forms that 
woUld not be subject to the import fees. The USDA 
therefore recommends that you direct the Internat�onal 
Trade Commission to expand its ongoing investigation to. 
include sugar-containing products. 

All commenting agencies concur in this recommendation 
which can be accomplished by signing the attached 
letter to the CQ.ainnan of the ITC. 

DECISION 

v Approve (USDA, OMB, Treasury, STR, DPS) 
----'�-

Disapprove 

( 5) 1;§1 a_n eJCc::ept_ion. to }J� granJ:e_� fg� a r-tal�wi �hi.pmept 
delayed in transit? 

State has recommended that a limited exception be 
provided for a cargo of 10,000 tons of Malawian sugar 
that has'been delayed in transit. The cargo was 
contracted in August for deliverl" in 1977 but was 
delayed by a breakdown in rail service between land- . ·  

locked Malawi ·and the Mozambique port of export. The 
cargo, which normally would have easily fallen within 
the forward contract exemption of tbe earlier proclamation, 
should now arrive in January. Assessment of the fees 
would largely wipe out the 1977 profit for Malawi's 
sugar industry. Given the relative magnitude of.the 
loss to Malawi and the slight effect of u.s • .  interests, 
State and DPS recommends the exemption. No other 
agencies commented. 

bECJ;SI_ON 

Grant exemption (State, DPS) 

Deny exemption 
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( 6) IS an exception to be gra.Pted for any other shipme_:p.ts 
that might have be�n delayed eni;:ry byJanqary 1, 1978 
d1le.to adverse weather condj_tions? 

Senator Sparkman brought to our attentio� three other 
cargoes that are in very much the same situation as the 
Malawian cargo. Customs has since confirmed his report. 
Two of the vessels were bound to the Port of New Orleans 
from the Dominican Republic with cargoes for Colonial 
Sugar.· Another was due in New Orleans from Guatemala with 
a cargo for Continental.. They arrived offshore on 
December 28, 1977, but We:J::"e delayed by a heavy fog at 
the Southwest Pass entrance to the Mississippi River. 
Because of the fog, they were unable to enter the 
jurisdictional limits of the Port of New Orleans in 
time to avoid payment of the additional duty, which took 
effect January 1. 

Senator Sparkman-would be genuinely grateful and it 
would win us points with Senators Long and Johnston if 
this exception were granted. Frank �oore recommends 
approval and we concur. The necessary wording has been 
added to the proclamation to take ca:re of this situation 
and any others that might have occurred of a similar 
nature. 

DECISION 

,/ Grant exemption (Frank Moore, DPS) 
-------

Deny exemption 
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SUBJECT: 

;,?:-il 23, 1977 

'l'HE PRESIDENT 

STU EIZE.NST?>T ·.� 
LYNN DAFT . ·  'cf. 

Sugar Policy 

By Nay 16, 1977 you must decide wh�ther import relief 
for,the dom�stic sugar industry is in the national eco­
nomic interest and,· if it is, '\•7hat £orr,�. of relief you 
'\·Till proclaim. 

BACK.GRQU�D 

The U.S. Sugar InduStry. Historically, the U.S. has 
produced 50 to 60 percent of its own sugar needs, im­
porting the remainder.from various countries in Latirt 
America (56%), Asia and Oceania (33%), and Africa (5%). 
Sugar beets are produced on about 12,000 farms with 
product1.on concentrated in California,. l>1ichigan1 Idaho, 
and colorado. Suga.r cane.is produced on 1,400 1,1nits , most 
of them in Hawaii, Florida, and Louisiana. Of u.s. sugar 
production, beets account for 60 percent, cane 40 percent. 
costs of production vary greatly from region to region 

·'\vith the lowest costs generally found among t·iinnesota beet 
producers and the highest costs for Louisiana. cane pro- · 

duction. The USDA �stimates that efficient units in this 
country can produce at 13.5 cents per pound of ra\..,., sugar. 

. . . 

co�petition from corn sweeteners has inc�e�sed markedly in 
:recent years, particularly '\'lith the development of high 
fructose corn syrup (HFCS). Corn swe�tencrs riow account 
for nearly 25 pere�nt of the u.s. sweetener �arket, up from 
15 percent in 1970. Given the relativeiy low production· 
costs of corn-sweeteners (about 10 cents per pound for 
HFCS), their share of the U.S. market is expected to con­
tirnw increasing. 

-� . 

• 
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production e:e.cn ye:lr be:.:'.:een 1970 and 1972. The record h_igh 
prices of 1.97� stimt.llat�j a sig':1ificant increase in U.S. 
acreage devot-sd to suga::- beets the fo�l_q�;ing year • .  This . 
resulted in a much larger domestic 6rop in· 1975 and 1976. 
This, plus incrciascd beet and can e production· in other 
countries around the \·zorld,· caused sugar prices to turnble. 
In late 1976, the world price fell below 8· cents. Since these 
prices are at or belo�·l the cost of pro�uction· for many of the 
world 's sugar produ cers , production plar:s this year have been· 
scaled down. The April 1 planting ipte�tions report for the 
u.s. shm·!S a 12 percent drop from 1976 sugar beet plantings . 

This, couple d \-lith a c1rop in the forecast soviet crop and 
expectations for an international sugar agreement, have 
caused market prices to rebound. Ne\v York spot prices· for 
rm..,. sugar fluctuated betw�en 13. 0 and 13. 5 cents this past 
�eek. Futures prices for the next 18 months are holdirig 
relatively constant at about this level. 

· 

There arc. two long--run ecqnomic probleras facing the U.S. 
sugar indus try: One is the high degree Of �·!Orlcl r�1arket price 
i·ns tabili ty that has historically . l e d to the \"boom or bust" 
cycles just described. �he other is a con t inui n g �eed for 
resource adjustment made necessary by the development of rte� 
technologies (a.g., liquid HFCS . . •  and a ·grahulated HFCS 
is probably not far off) and increasing conpetition f�om 
foreign sug�r producers. 

Policy Setting. For over 40 years, the Sugar Act protected 
u.s. sri�a� producers from foreign competitidn t�rough 

restrictive country-by-country i�port quotas. This authority 
expired in December 1974, in the mi.dst of rising ::;ugar prices. 

When the �ugai Act ezpired, the U.Sp adopted a non�restrictive 

g�ota of 7.0 million short tonR and a 0.625 cent per pound 
tc.n·iff. �-Hth sugar p;�ices falli:1g thro'!.!�hout most of 1.975 
and 197G; ·prcssuu�.s n1our-:tcd �·-'it�;.ir: the i:-::::c.1stry t.o rein.s::.it'..:t.e 

f. · � �· •-,... •· · · I ""····'--'''1"' -� f-:� ... ·S r_.. n.,+- c -;-1· ll"''l ,.... "" so:ne: ·or"TI\ or. p .... o�...r.:.:CL.J.o,,. . n � �- -;--···:::.-, -.h • .  �- • .  C< ..... . . ... � ..... o::.:: 
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days lat�: ?:�E:���� ?::� i��=��ss� ��� tari£f to 1.875 
cents per ;,::·_.:-.::.. : :: a:::.:.-:io�:, :: :-. .::: t::�:-ican Farm Bureuu 
Fcderatic� �s��::icned �:� Spe�i�! �e?resentative for Tr�de 
Ncgotiilt.:Lo,:.s � 3:·?.} for :.:-.e n:::::-:c�:'a.l of sugar from th� list 

.of articles eligible to =�ceive duty-free treatment under 
tha Generalized Syste� c� Preferenc�s (GS�}. 

The ITC reported to you on Harch. 17, 1977 the .J::"esults of 
its investigation relating to .SU ·� ar . · Four of the six ITC 
Co.mrfii'ssion�rs found that the dosestic sugar in9ustry is 
threaten�d with teriou s  injury due to increased imports. 
The recommendation of the lTC rega.rding itnport relief 't·Tas 
made by three Commissioners \'rho recorn.'nend�d the imposition 
of an annual quota of 4.275 million tens of sugar .for 

· 

cafendar year 1977 and for eadh calenda� year thereafter 
up to and includ,ing i981� The quota v:o•.::ld be allocated 
among supply'ing_countries on a basis yotJ. determine to be 
egui table . 

. ]>.ny decis ion , other than the rern�c1y recorn.-ncnded by the ITC; 
is st1bject to possible Congressional override 1 \·:hich t;·iould 
force implementation ·of the I'l'C recorr.rr.endation. . There has 
been considerable Congressional interest in this case . 

. Predictably 1 producer . and consu;ner intcres·ts are on Oi,)posite 
sides of the issue. Generally,· however, Congressional corres­
pondence has £avored some form of as�istance £or the sugar 
industry. 

In addition to revie\·l� of the ITC report q.nd th9 GSP 
p2ti tion 1 ,\;hich have been ca-�·ried out b:::{ the · Trade Policy 
Staff Committee (TPSC}, ch�ired by STR, the sugai question 
has also been discussed on two occasions at th� EPG. A 
separate mcmorandu.rn from the EPG is att�ched, as is � 
memorandum frorn Sccretar:'{ Bcrgla!1d. 

FUTURE POL:J:CY RE<;O:·H·a�NDl\TIONS 

In considering future sugar policy I it is useful to sepa.ra-'..:i.� 
those solutions that can have �:: :ect · o•::::!.· the lcngcr-ter!i1 
f ro;n those u�.:• t are mm.:e a tu;:�(; :.o �:�2 i�·,:::·�dia tc · pl;oblcrn� 
f.:u:-in:J the .i.ndu:..;try. 
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conference �� ������ate : ne� !SA ��qan on April 18. · The 
Uni.tecl Stii.':.es -,,'.:.ll b; t=,-�:.:ts; a:-, acti,.:e �ole in this conference 
ana" T.•J.'ll S::>"'-:- ;; -, "''""r::-.o!"'\.-:.-- J.;nclprli-.. ., -F1oo·r and

· 
c6J.'lin,... 

· 

J ,, -·-·'- --· ..... ':; --:.-. ":'· · ·  _, l --��1··:� �.- � ll,;; _ .. � • 

prices, that • . .;ill en.abls _'J. S. do.-:1est.i,c sugar. price objecti,Tes 
to be achie�ed. Sinde a year or mo�e will be �equired to 
negotiate a�d i�plement an ISA (eVen assuming th� negotiations 
go as \·;ell as expected), the EPG concluded that some. forzn of 
interint assistance should be provided to domestic pr,oduccrs. 
It is this ir.terim assistance to \·.rhich the re�nainder of this 
memorandum is devoted. 

Interim Assistance. Neither th� TPSC �or the EPG could 
support a restrictive import quota syst.e:n for sugar for the 
following reasons: 

0 

0 

0 

It would have an inflati6na�y im?act �osting 
consumers about $295 million for every 1 cent 
pound increase in ra� sugar pr iees . 

per 

Quotc.s are inconsistent ·t,.;ith our policy of \'lorld 

• 

trade liberalization. • would irivite retali�tio� 
• • •  and could jeopardize the $uccess of ISA · 

negotiations now underway. -

Would depr ess world market price� for sugar, 
adversely affecting the export earnings of a 
le1rgc riu;nber of developin

-
g countries.

_ 
0 By enhancing u.S. - r:1arket price, '\·:ould acceHcrate the 

substitution of corn sweeteners for sugar. 

0 Quotas arc ineffici�nt in delivering assistance 
to 4orncstic producers since u.s. p�odu�crs would 
receive only �5% of additional e�penditures . • • � 
balance w6�id prob3bly take th0 fo�m of windfall 
profits to either do�:1cstic refi;�-2rs or �orcign 
producers. · 
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·l�lcrn}Jcrs of tl-.s 
the follo:.�·i:·�; 

----
-- . ....... 

:. :.-:i�t.s: 
that you take 

0 

0 

De�y i::-:;-::>::t re:.:.:f o:. g::o.:.::1ds cf the nc:ttional 
ecb�on!c intcre3� (fo� the reasons .noted above). 

Pro"'.ri·c.e inco:ne support pay�ents ·to do:t�.estic · 

producer;; pending negotiation and implementation 
of an ISA• 

This is similar to the sy$tem nO\·l used to s·upport the 
incomes o:f grain producers. lnco::ne support (deficiency 
payments) v1ould be provided to do,mcs tic :;>roclucc:rs to ensure 
n price of at least 13. 5 cents per po:J:-.0.. This C?ln be 
done under existing legislation. Although this option is 
the l east expensive in.econO�ic terms, �t would involve a 

budgetary outlay eqt.1al to about $12.0 nillion foz.· each one 

cent decline in the u.s. price below the 13.5 cents target. 
As noted above, sugar prices in the U�S. ·have strengthened 
recently in response to a nt?mber of bullish dcvclopTl1cnts 
in the mArket and are now in the range of 13 to 13.5 cents/ib, 
though the trend cou19 rever se . 

· 

Ot.hcr advantages ·of this option arc that it: 

0 

0 

Pro�1ides help to c}omestic produc e r s  \·?hilc 
avoiding import restrictions. 

· 

Avoids \\·indfall pro f its to importers or 
foreign producers. 

o Avoids distortions . in market prices, thereby · 

no� adding to food price inflrttion. 

Disadvc:mtages beyond budget costs incJud� : . 

o A threatened attempt by repres�ntativcs of sugnr 
farm \·torker.s z;.nd the corn s• .. :e�t.encr industry to 
l)loc'· f'""I,..,._,.1L.c b\' C'"'".,..."" ·; ...,..:.,�.·,.'- i 0'' t}10;,,..1�1 ',·: .. ..,. . l'� • c. ... .l ·.� ....... 1 -.. . ;:J ..... .._, \.\,- '- � ... � J � .. - - -·· .. .. • • • - "::l -

arc nrlvl�cd the legal a��ho�it� to make such 
p:1�{Ltcr�ts C}:ists. 

0 h�!)Li.c cr5tici.::>t:: cf. �·.:::' .:��·:::·::·.'�:,,Li.on·of large 
t:· lv·t··•··t ·,f· :· -�···:--,•>" ·p·r>·�:·······:· -.·-.·· , . •. :·,·;.::·.:·<"�,)�···· ('·1lC 
�· " .11 ..... . . .;) '· ::� .. . ;.:J l .. ... ··-·-- -. -·· .. -··- ........ . ;,� .... .. .,t \.. ,. 

1->r"L�.:Jt.::-:�·ic,i·! rtr:(1 ;::i.l.1 � :· . . · : _· :�.-·-::::� �;::� c-,tt�-� <ts 
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?his ::rc.::-::-:-�--�:-.-.:.:.-: : ::-:. - -<�::--�·:�:: - - ::: .. -., ;�griculturc, State,· 
o:.�a, C2; .... , C_:-_-.:;�::...... �: .. :.-�:.-:::-.:...::: ... ::-£:::J..s;;ry, ·and D��fense. 
Though ;�s-.:-.:..:.::-:·..:::-..:. :·.�:. :::-:-:-:!:-:.·_; =-;:7�.:·:-:.�:l u p.:::ice support 
loan p�-0'.:!::.:=..:-:-. · 

. .-::.-::-< :: ::  .:..�.::::::s�:::. -: :: :- :. : : :i:-:d ?. nonrcstricti�ie 
Clue>+-� ��---'·

.
: ,...-- ,�- :: .. --.�,..,.�� - - --. ; :- ;.-··· �· -; ..... _ :::y ·-o·r-idr.·cl · thn suo·J· rt . '- - C� I ,._ .. • �- .. "' - · ... - ._- ;""' v- - - · ·-- - .:� :..-- - -- • • I ,_ -:- . \ ..t.. � � . _ ! 0 .... 

is set �t l3.: 0-2::-:.; �-s:- ?:Ju;-.�. ("Z:-.=: 2-ttachqd Bergland �emo 

is reflecti;:� .::; : ; ... g..:-i.c'..:��·.lrc's p..:-ic:- ?OSition.) Ot·1:!;3's first 
choice \�·oulC. l::e "f;o act.:..::1," but if assistance is to be 

· 

provided, ttey prefer ttis optic�. Also, · our soundings on 
the Hill. indicate that �his policy �auld be quite acceptable 
to tho�e representing s�gar producifig inte�ests. It would 
also be favorably received by foreign producers. A .� 

Approve . . ;/ · · 

If • /vfl'f �-� 7 F . 
prr · Disapprove . � 

The disadvantages of this approach could be mitigated by t\.;o 
modifications, individually or in co:nbir:a tion. Both '\?ere 

· 

discusse� by the EPG .and the.TPSC and reoeived gerieral, 
though not unanimous .support. Neither is specifitally 
recommended in the attached memoranda, though \·le feel they 
rneri.t ·your consideration. 

Hodif_j,9ation #1: Limi.t :trw payment per pptmq to 2 cents. 

This could be impl�nented under existing authority. It 
would limit total budget cost to about $2�0 million, though 
it \·:auld also limit protection of producer inconles. Should 
the ISA ncgotiati.ons fail, this modification \·lol.!ld limit 
budget exposu�e; if an effective agreement is succes�fully 
negotiated, such a limit would be unneces�ary. Since it 
limits producer pro te ct ion , the odds of a Congressional 
over-ride would be increased by adopting this modificat;ion, 
though not sig11ificanlly. OHB, and CE!� s::>oke in suppo::::t of 
this approa�h. The . USDA would p�obably oppose it� . 

·/ 1 1 l_, · ' ' I - '". ,: .A',( FY''-"- . 
Approve 

Modification ¥2: 

v )"1/·��, ... 
,., Y.�· ; ' ·-j.r� £A _/ Pt.<:." 

"'7 :�,� .. -). 
: . ' 

/. 

payments. 

�Lr,-� ..... ,. Ctl:-ot·'"'qi· " L11·hc-�· -i •. ,, th·"· T'····-
·
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pay;:".entz; 2.-:-.:·. · · : .-. :... .: ·. ::--.2 .::·..:::-.-: ·:� t:-.-::: rcspon�>ibility 
to the-! Co:--.;.::-:.:::: . . �-.-:,·: ::.�:::-::-:::. s:;.;·::..::�·:; ::-�::.� p�;.;sible by th.is 
«pproacL '.·:: .: �::: .; -· ,:·�� =�·�<-�· - ;t. be l::==;2. .:iberals •.·mul e! applaud 
it. At t:-.� .=::;.:-.:.: ·;:.:.:-:::2, :. -. •;.;o:ulC. b::= a s::..a? agC!inst t.r·-� Ha• .. ;aiia!t 
"'''lcta·r �n .... , ,, ____ ... . .. ···-�-·..., �:- -;,.·nl'' !.·.n.�_.cQ. .• � .. f-_!"" ·-�·t-;-_.�n. sml.t> �--.· .··. ··. uc:o.r. u� _:c .41."-- ...,;.. :;; __ � .... .. .:..-"-'·•· .:.._, •a-"").L ..J __ -� - - _. '\. - .a. 
spoke in su?;==� of this approach during EPG delib��ations. 

GSP �- Status of Sug�r 

·As noted , the .A.rnerican Farm Bureau has petitioned that sugar 
be withdrawn from d�ty-free treatment for developing counfries 
under GSP. The TPSC has decided to turn do.;..:r.i th� petition 
since imports of sugar entering unqer GS? account for a s:nall 
per6entage of total irnports �nd do not depress_price levels 
in the United. States. JUso, remov�l of sugar f1.·om GSP \-1ould 
not be responsive to the interests of c1eveloping countries. 

Concur 

Do .not concur 

Eight countries that \·1ere ineligible for GSP for sugar in 
1976 can be designa·ted in 1977. 'l'hey are Panilma, Jamaica, 
Guyana, Columbia, Brazil, · Arge11tina, Thailand, and the 
Republic of China. If you concur with the· above decision, 
th-<3 TPSC \·:ill co.nsider .\V"hether to recot:'.!l'.end any of these 
countries for designation. 

· · 

l-Jc feel it \·lOUld be \-lise to announce yot:r OVer"all decision 
o� sugar ·pqlicy prior to the London summit. · l\ssurning you 
approve th� position recoHt.-ncnded above,· it "\'rill enhance your 
trade liberalization i�age. , 

Subse�uent to your deci�ion1 STR will ?rcpare: (1} an STR 
press rclea�e annouMcing your dcois!o�; (2) a letter to t�e 
Sccretu.ry of Agriculture dircct.i:;:; the .i::-:plcn1e:1t.�tion o: you::­
dr,cision r�CCJClrding � cor-.:��stic S'.:0"��:.: �:.·o�l:am; {3) il decision .. . 
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DEPARTMENT OF' AGRICULTURE 
OF"F"ICE: OF" THE SECRETARY 

WASHINGTON,D.C.20250 

Hay 24, 1977 

.MEMORANDUM FOR THE PRESIDENT 

FROM: 
. 

l\ob Bergland \) . 0 .... 
Secretary · �"tf.,b 

SUBJECT: Proposed Provisions of Sugar Program 

You askeq to see our proposals'for operating the sugar 
program before they are announced. 

A notice of proposedrulemaking must be published and 
interested parties given at lea,st 30 days for comment. 

I have attached the complete statement of proposed 
provisions. Our resolution of the two controversial 
provisions are note<i belmv. 

1. Payments will be made on sugar marketed after May 4 
from the 1917: Crop. (Stocks in processors' inventories 
as of May 4 will not be eligible for pa)'lllent.) 

2. Processors are required to pay the grower all the subsidy 
payment except � reasonable amount to be retained by 
the processof to cover administrative overhead associated 
with the Plf'gram. This is necessary to secure proce?sor 
participa�on, but in no ca,se may it exceed 10 percent 
of the payment. · 

Upon your clearance, the. following provisions will be 
announced by the Departtiient and published in the Federal · 

Register. 

Attachme11t 

_ .. 

• 

, 
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M�David (202) 447-4026 

U.S. DEPARTMENT OF AGRICULTURE 

PROPOSED SUGAR PRICE SUPPORT PROGRAH OUTLINED BY SECRETARY .BERGLAND: 

WASHINGTON, May 23--Secretary of· Agriculture Bob Bergla,nd tode1y outlined 
•• 

•• '!.·. 
some of the proposed provisions of the sugar price support payments program. 

The program is being instituted in response to the request of Preside_nt Carter 

in his decision announced on May 4.-

The Presidel'lt requested the Secretary to institute the program on the ·hasi.s 

of a strong belief that a viable domestic sugar industry is vital to the economi.c 

well-being of the A!I).erican people� He decided that, pending the nego tiation of an 

International Sugar Agreement, a program which offers payments of up to two cents 

per pound of sugar wa:;; necessary to assist U.S. producers and processors through 

the present periJd of low prices. These paymen,ts will help cover·the costs of 

pro.du�tion. � 

The objective of the program is to support prices it). the market place for 

sugarbeet and sugarcane grower:s through payments made to sugar processors. This 

• is authorized by Section 301 of the Agricultural Act of 1949, as amended (7 U.S .C. 

1447). tbe i statute does not authorize the. Secretary to make dire'ct payments to 

the growers since such payments would not suppe>rt the price which growers would 

receive 'in the mai:"ket pl.ace. 

The support price will b� 13.5·cents per pound, raw sugar equivalent. This 

price was determined to be the level of support necessary to cover the average 

cost of producing and processing sugarbeets and sugarcane in efficient domestic 
. . I' 

\lll0t{� 
producing areas. The program will be effective ..£.64;• the 1977 crop year. Sugar in 

inventory from crops prior to 1977 will not be eligible for· price support •. 

.. 

- more -

• 



The proposed program includes the following general provisions: 

1. The 1977 crop year would be defined, by area, as sugarbeets arid sugar-
cane generally harvested during the following periods: 

' . 

Sugar Producing Area 

A,:. Mainland �eet 
All States, Exc_luding California 
and Arizona 
California, excluding.soU:thern 
area 
Southern California 
Arizona - lowland area 
Arizona - upland area 

B. Mainland Cane 
Louisiana 
Florida 
Texas 

C. Hawaii 

D. Puerto Rico . 
I 

Harvesting Period 

September..:November 1977 

June 1977 - February 1978 

March-August 1978 
· . April-June 1978 

September-November 1977 

October 1977-January 197a • 
· October 1977-May 1978 

October 1977-Hay 1978 

Calendar Year 1977 

December 1977-July 1978 

2. ·Raw cane sugar and refined beet sugar marketed from the i977 crop on 
or after Hay· 4, 1977, would be eligible for p:dce support payD;lents. 

3 • .  The basis of payment would be the difference between the U.S. weighted 
average price , raw sugar equivalent, received by processors each quarter from 
the sale of sugar in the market place and the support price of 13.5 cents per 
pound. 

- ........ 

.. 

4. If the national average market price received by p�oces sors is less than the 
support price of 13.5 cents pe1: pound,.processor$-would be paid .the difference up to 

a �aximum. of 2 cents per pound. 

·5: · If the national average market price received by processors is more than th..:: 
support · price of" 13.5 cents per pound, no government payment would be made. 

. . 

6. Payment would be made on the quantity of sugar marketed by the processor 
each quarter, except that the initial "payment period" would cover 1977 crop : 
sugar marketed from Nay 4 through June 30, 19·77. 

To be eligible for program payments, it is proposed that the grower and processor 
would have to comply with specifi�d requirements. The proposed program would 

require that the: 

1. Grower and processor have a \..rri tten contract stipulating th{! grower's 
!Lhare of proceeds fro:n.the sale of sugar in the market place and the method-of 
payment. 

- more 
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2. Processor pay the grower all the price support payment except a 
reasonable amount which may be retained by the processor to cover adminis-· 
trative overhead associated with the program. In no case may this amount 
exceed 10 percent of the price support paymen�. 

3. Processor certify the quantity of sugar in inventory at the beginning 
of the 1977 crop harvesting period. 

4. Processor certify and submit a report showing the quantity of sugar 
marketed .from the 1977 crop each quarter arid the actual proceeds r:eceived 
therefrom. 

5. Processor certify that growers have been or will bE:! paicl in accord
,
ance 

with their contractual agreement before any price support payment is made. 

The Department intends to include the provisions outlined by Secretary 
Bergland in a Notice of Proposed Rule Haking to be. published in the Federal 
Register in the near future. Interestecl persons will be invited to comment · 

oil the details before they are adopted. 
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. THE WHITE; HOUSE: 

WASHINGTON . 

f'Je-V '7 /1.7 7 . . (� s t..o..--H, �q-r 
MEMORANDUM FOR 

FROM 

SUBJECT : · 

THE PRESIDENT 

STU EIZENSTAT · ·-Sfv­
LYNN DAFT fJ) 

Implementation of the de la Garza 
Sugar Program 

The Department of Agriculture is now making final prepa;J:"a­
tions for implementation of the de la Garza sugar program, . 
as required by the Food and Agriculture Act of 1977. As 
we reported earlier·, Senator Dole threatened to seek pas­
sage of a joint resolution of the Congress to override 
your May 4th decision rejecting the ITC recormnendation of 
a restrictive quota. In.a,n effo.t"t to head-off this 
resolution and to facilitate passage of energy legisla­
tion, the Department of Agriculture promised to implement 
the de la Garza program by November 8th, a month earlier 
than we had planned. Satisfied with this response, Dole 
withdrew his resolution. 

· 

We would like your guidance.before announcing the program. 
A brief description of the current market situation and a 
review of recent policy actions follow. 

The World Outlook 

The 1977/78 sugar beet and S"Ugarcane crops are expected to 
total 89 million metric tons -- 2.4 million tons more than 
last year. Ending stocks will increase by about 4 percent, 
keeping downward pressure on world sugar prices throughout 
the coming year. The world price is now about 9 cents per 
pound, raw value basis (or about 11.5 cents landed in New 
York). 

The Domestic Outloo};: 

Overall, the outlook for calendar year 1978 is for a 
smaller harvest, a reduction in imports, a draw down in 
stocks, �nd a decline in per capita and total sucrose 

.consumption. The 13.5 cents per pound mini mt.nn support 
price of the de la Garza program.and the interim direct;.· 
payn)ent progrq.m is no�, expected to stimulate production. .. 
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In fact, production will contract in some areas and for 
1978 is expected to be 5.9 million short tons, down 4· 
percent from this year. Stocks have increased 600,000 
tons over the last 12 months and are now 1 million tons 
above normal working levels. Presumably, . much of -this· 
additional stock accumulation has occurred in anticipa­
tion of implementation of. the Food and Agriculture Act of 
1977. We do .not have a good fix 'on the distribution of 
these stocks though all segments of the industry appear 
to be holding additional stocks. Uncertainties about 
world production adjustments resulting from implementa­
tion of the ISA, plus uncertainties about the size of 
the 1978 crop, are expected to keep domestic stocks 
above the levels of recent years. Still, a substazitial 
stock draw down is expected in the first half of 1978. 

High fructose corn syrup (HFCS) is expected to-capture 
most of the growth in sweetener use in 1978 resulting 
from population growth. HFCS production will account 
for about 9 percent of total domestic sweetener use in 
1978. 

' 

�e �nternational Sugar Agreement 

The new International Sugar Agreement (ISA) recently con­
cluded in Geneva is now open for signatures. The 

· 

agreement can enter into force on January 1, 1978, or as 
soon thereafter as enough governments ratify the agl:'ee­
ment .·or agree to apply it provisionally. . The ISA will 
rely on a combination of export quotas and stock accumu­
lation and release to defend a price l:'ange extending 
fl:'om a world price floor of 11 cents to a ceiling price 
of 21 cents per pound. This range will be subject. to 
review and possible adjustment during the life-of the 
Agreement. The export quotas are the major element in 
the Agreement for defending the floor price. 

As a protection against the market price rising above 
the ceiling, exporter members will hold 2.5 million tons 
of sugar l,n "special stocks." In general, the amount 
of sugar to be stocked by each exporter is proportionate 
to its share of the total of exp_ort quotas. The stocks, 
subject to verification, are to be released for sale in 
three equal amounts \vhen market prices rise to 19, 20, 
and 21 cents, respectively. 
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Holders of the special stocks are eligible for interest 
free loans (at the :tate of 1. 5 cents per pound per year). 
frOil\ a fund established under the. ISA to defray the 
cost of storing the sugar. When prices rise to the . 

. stock release points, these loans are subject to repay­
ment. The funds for stock financing will be generated 
by means of a fee (0. 28 cents per pound initially) · 

levied_on all sugar traded in the free market. The 
actual incidence of this fee wil;t. be subject to negoti:. 
ation between buyer and seller. ·The u. s. government 
will not be obliged to collect the fee or contribute to 
the -fund. 

aecause of the large world sugar supply, we dO not 
believe the ISA will cause the world price to rise to 
the level needed (about 11 cents) to assure a dqmestic 
price equal to the 13.5 cent support level before at 
least the third or fourth quarter of 1978. 

The I�C Findings and Recommendations 

On March 17, 1977,·the u. S. International Trade Cortunis­
sion (ITC) · found that the -domes�.:.ic sugar industry was 
being threatened with serious injury by increased imports 
and recommended the establishment of annual import 
quotas of 4.275 million short tons, raw value. On May 4 
you rejected the ITC recommendation and instead elected 
to aid producers through an ipterim payment program 
until such time as we could successfully negotiate an 
lSA. 

. 

The 90"'-day legislative period during \.;hich the Congress 
could have overridden your decision (the Dole threat) 
ended October 27th. 

Duty Free Treatl!l_Emt of Imports 

Under the Generalized System of Preference (GSP) of .the 
Trade Act _of 1974, authorized products may enter the 
U. S. duty fre� from designated developing countries. 
To be eligible for GSP treatment, the country's exports 
of the product in the preceding calendar year must be 
below a level specified in the legislation (about $30 
million for 19]7). 

Presently, 17 countries are receiving GSP treatment. 
Another eight countries are nmv eligible for designa- .. 
tion, based on their level of sugar exports to the 
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u. s. last year. You will recall that we deferred taking 
any action to make these additional countries eligible 
for duty free treatment, pending resolution of the debate 
eve� a domestic sugar program and the outcome of the ISA 
talks. When this issue was considered earlier, ther� 

·were differing views en how many of the eight countries 
now eligible should be designated. In particular, the 
disagreement centered o:h whether Breizil (the world's ._ 
third largest sugar exporter) should be designated 
since it is only technically eligible because of one 
atypical year, 1976, inwhich it supplied no sugar to 
the U. S. market. 

�he Payments Progr� 

The original payments program announced on May 4, 1977, 
was revised to remove the legal objections raised by the 
Deputy Attorney General. Final regulations were pub­
lished in the Federal �egister of October 7, for pros­
pective payments effective-from September 15. Since 
then the Justice Department has ruled that payments could 
also be made retroactively for that portion of the l977 

· 

crop marketed-prior to September 15. An amendment to 
· 

the· final· regulations is being drafted which will make 
tb.e ··payments program effective from the start of the .• 

1977 harvest forward to the date of implementation of 
the progr� contained in the Food and Agriculture Act · 
of 1977. · 

The de la Garza Prog�am 

The sugar program required by the 1977 farm bill is for 
a price support loan or purchase program for sugarcane. 

·and sugar beets. The loans �mel purchases are 
extended to processors of cane and beet sugar. The 
bill also required the USDA to esteiblish minimum wage 
rates .for sugar field \vorkers. - The program may be 
suspended if an international sugar agreement is 
implement�d that raises the domestic price to 13.5 cents 
per pound. 

The Department intends to implement the authority by 
establishing a loan program wherein the Commodity 
Credit Corporation (CCC) will ma�e loans to eligible 
sugar processors at the 13.5 cent support price on 
whatever quantity is offered. Eligible processors 

.• 
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having 1977 crop sugar stored in an approved \'rarehouse 
may present a valid, negotiable warehou�e receipt a$ 
collateral to the CCC and obtain a loan at the sup­
port price. Loans will be for an 11-month period 
bearing interest at 6 percent. The Congress also indi-

·cated. that stocks acquired by the CCC are not to be ­
sold for less than 105 percent of the loan rate. Raw 
sugar does-not store well over extended periods of 
time. Thus, the odds of any stocks acquired, by CCC 

spoiling b�tore they could be resold are probably high. 

The proposed time schedule for implementing the de la 
Garza program is as follows: 

· 

November 8 Final regulations to be published. 

Depending on the choice of options, 
quotas and/or tariffs for the 
remainder of 1977 and for 1978 to 
be announced. 

November 18 -- All sugar import contracts entered 
into prior to November 8 calling 
for future deliveries to be 
reported to the USDA. 

December 1 Begin processing price support loan 
applications� 

Minimum wage rates for sugax workers 
to be announced. Price support· 
loans to be contingent on certifi­
cation that minimum wage rates have 
been paid. 

Options for Implementing the de la Garza rrogram 

The principal concerns in implementing the de la Garza 
program is avoiding a large CCC takeover of sugar 
stocks (due to the wide disparity that will exist 
bet\veen the U. S. support price and the IJlUCh lower·· 
world price) and avoiding the use of unnecessarily 
restrictive trade trea.Qrres.. There are three major 
options: 

(1) Quota-only. 
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(2) Tariff only. 

(3) Combination tariff/quota. 

(1) Quota Only 

There are two legal authorities for the use of 
restrictive quotas: Section 22 of the Agricultural 
Adjustment Act of 1933 and the Headnote to the 
suga:r tariff schedules. For immediate use of 
Section 22 authority, it would be necessary for 
the Secretary of Agriculture to determine and report 
to you that emergency action is required. You may 
then immediately proclaim fees or quotas; after 
which you :must institute a USITC investigation. 
Under the Headnote authority, you could immediately 
proclaim a restrictive quota: without going through 
the procedures required under Section 22. 

If used aione, an annual quota of 4.2 million tons 
would be required to raise the price of imported 
sugar to at least 13.5 cents per pound. However, 
the Department-of Agriculture reports that sugar 
already imported plus sugar scheduled fo,r 
delivery before January 1, 1978, will exceed 5 .. 0 
million tons. As noted above, October 1 stock 
estimates exceeded pipeline levels by about 1 mil­
lion tons, partly as a result of the recent rapid 
inflow of foreign sugar. 

To use this approach, a 1977 quota of 5.0 million 
tons would. have to be proclaimed immediately. This 
would in effect embargo any sugar imports for the 
remainder of this calendar yea:r ,- except those 
already scheduled for delivery. In addition, a 
quota of 2.1 million tons for the first half of 
1978 could be announced, with a determination for 
the second half of the year to follow later. 

Pro 

o Could be implemented. quickly. 

o o·nce current "excess" stocks are '\vorked off,· 
quota could be set lmv enough to avoid CCC 
takeover of stocks. 
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Con 

• Inconsistent.with u. s. policy of promoting 
freer trade, fewer trade restrictions� 

e Would result in continuing windfall profits 
to U. S. importers. 

• Yields no Treasury receipts. 

• Administratively complicated --·must devise 
and implement a procedure tor di vidi_ng the 
q·uoba among importers·. 

(2) Tariff Only 

The Headnote of the u. S. Tariff schedule authorizes 
tariff of up to 2.8125 cents to be levied (of which 
1.875 cents is currently levied). Section 22 of the 
Agricultural AdjustmentAct of 1933 authorizes an 
ad valorem "fee" of up to SO percent to be levied 
against imported products that interfere with the 
operation of a price s-gpport program for this _ 

product. The cost of imported sugar can be equal­
ized with the 13.5 cent m1n1mum price support as 
long as the world price does not fall below 6.65 
cents per pound, i.e.: 

�vorld price 
Freight and 

insurance . . 
! 

. 

Headnote tariff 
Sec. 22 tariff 

6.6500 cents/lb. 

0.7200 
2.8125 
3.3250 

13.5075 

Given that the storage costs of sugar under loan 
are to be paid by the processor, the world price 
can act1.1ally fall slightly below 6. 65 cents with-. 
out CCC acqui�ing large stocks on defaulted loans. 

Despite the plentiful supply of sugar,- it is not 
likely that the \'70rlQ. price will dip below the 
6.65' cents for any sustained period of time. 
Should this occur, hmvever, a just-restrictive 
quota could be invoked under the Headnote 
authority;that is, one which is set at the expected 
rate of imports. 
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Pro 
-·.-. 

e Maximizes tariff :J:"eceipts {estimated at 
$360 to $550 million). 

o Avoids the-legal \lncertainties associated 
with the use of both tariffs and quotas.in 
comOination. 

Con 
-.---

• A ta�iff would not have immediate e.ffect 
since outstanding contracts would·have to 
be excluded from payment if large finan� 
cial losses are to be avoided. 

• If world prices fall far below 6.65 cents, 
existing tariff authority will.be insuf­
ficient to keep the imported price above 
13.5 cents, requiring the imposition of a 
quota if. the takeover of stocks by the 
CCC is to .be avoided. 

{3) CQmbination Tariff/Quota 

A third option is to use a combination . of tariffs 
and quotas. For the remainder of 1977, we would 
rely on the use of a restrictive quota, as in 
option {1). The level of the quota would be 
determined by the quantity of import already 

·received plus that quantity which it can be certi­
fied has already been contracted for delivery· 
this year. Since we wish to avoid cutting across 
contracts that were made on the basis of the cur­
rent tariff, it is advi:;;able to avoid implementa ... 
tion of a tariff without advance notification. 
Thus, we would also announce that as of January 1, 
1978, a variable tariff sufficient to raise the · 

import price to 13.5 cents per pound, plus an 
increment to insure the repayment of loans would 
be levied. Since it is possil::>le that the world 
price will fall below the reach of our tariff 
authorities -- i.e. below a \vorld price of 6.65 
cents .... - we would also impose a "nonrestrictive" 
quota set just above the level

.
of expected imports. 

Pro 

e Minimizes windfall profits of sugar importers. 

... 
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• Provides tariff receipts to partially off-set 
higher prices and budget costs of.any CCC 
takeover. 

· 

• Less protectionistic. 

e Counsel advises that the legality of using 
these authorities concurrently is uncertain 
and that they might not withstand a court 
challenge, should one arise. 

• This option is also administratively compli­
cated. 

Analssis 

None of the options offer a happy prospect, but of the 
three there is general agreement" that the use of 
tariffs (options 2 and 3) is preferable to the use of 
quotas. A quota would result in continuing windfall 
gains to importers and would depress the world :market 
price slightly more. By using tariffs, a portion of . 
the windfall gain is captured and returned to the 
Treasury. Since the consumer is ultimately bearing the 
burden of this program -- with additional consumer 
expenditures of $400 to $800 million per year -- we 
feel this offset is highly desirable. 

· 

The choice between optio�s 2 and 3 hinge on the extent 
to which we want to insure against the world price 
falling below the reach of our tariff authorities. 
The Depq.rtment.of Agriqulture argues that we should 
impose a quota at or near th� expected level of 

· imports for protection against an uncertain future. 
CE.l\ and STR argue that it is very unlikely that the 
world price will drop below reach of our tariff author­
ity . . •  and if it does, we can impose a quota at that 
time. '.:['he use of a tariff only would be more accept-
able to supplying nations. It would also avoid 

· 

setting a precedent for other inQ.ustries that are 
. seeking import relief. And, finally, the Congress, in 

its Conference Report on the Farm Bill, indicated that 
they expected the program to be implemented through 
the use ot tariffs . 

. \ 
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For the_se reasqps, we b�.lieve the 11tariff only" qption 
(option- 2) is the preferred_ . option. This would be c:1 _ 

variable tariff, with exceptions for sugar contracted 
before November 8 and for sugar in transit on the high · · 
seas. 

Decision· 

(1) · Quota only 

(2)_ Tariff only (CEA, STR, State, 
DPS) 

(3) Combination quota/t�-riff 
(USDA} 
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THE WHITE HOUSE 

WASHINGTON 

· July 7, 1977 

MEMORANDUM FOR: THE PRESIDENT 

FROM: STU EIZENSTAT � 
SUBJECT: 

· LYNN DAFT 'V-
Sugar PQlicy 

! 
Since your decision in early May to deny impo:r:t quotas for 
sugar, as reco:mrtlended by the International Trade Com:rnission, 
and to seek instead to negotiate an·international sugar 
agreement, coupled with a temporary domestic payment program, 
tt•TO things 'have happened which have caused us to reassess · 

the situation: 

(1) Most important, the pric� of sugar has m.aterially 
weakened. In late April, the_New York price of 
raw sugar peaked at 13. 4 cents per pound. .It ha� 
been falling intermittently ever.since and is ilm<T 
below 10 cents. At the time of your c;lecision, we 
had-expected the market price to remain within the 
2 cent payment limit of our 13.5 cent price objec­
tive, at least over the next few months. It 

(2) 

• 

is now well below that level. 

The initial .round of negotiations in Geneva failed 
to reach agreement. A working group.will meet 
later this month to determine whether there is 
sufficient reason to renew negotiations later this 
fall. The State Department is relatively optimistic 
over the prospect of reaching an accord, though 
the odds are-still rio better than 50/50 . 

The combination of lower sugar prices and temporarily stalled 
negotiations has led to increased pressure for Congressional 
action. Senator Dole attached an amendment to ·the Senate 
agricultural. appropriation bill t6 limit payments to $50,000. 
Adoption of this limit would effectively kill the program 
since it would eliminate about 40% of all payments. Ha\<Taii 
would be hardest hit, foregoing nearly all its estimated $4.0 
million in payments. Though we are fairly confident this 
amendment will be eliminated in conference, there will :be 
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further efforts to cripple the program or replace it with 
a more protectionistic. program when the farm bill reaches 
the House floor 3uly 19th. Under procedures specified 
in the Trade Act, the Congress has.until late this.year 
to override your decision not to adopt restrictive· impor.t 
quotas. ·several·members, including Senator Dole, are 
prepared to seek an override� 

As a result of these Congressioz:tal· actions, we have met 
with Bob Bergland, Bob Strauss, and Jules Katz to reassess 
our options. This group has cbncluded that the policy you 
announced in early May remains the best option and that 
we should redouble our effor.ts to avoid any Congressional 
action that would undermine its chances of success. 

However, the group also concluded that if we are to avoid 
having the program thrown out by the· Congress or overthrown 
by court action, it might ···be· ·necessary to supplement· the 
program with a tariff sufficient to maintain a markat price 
of around 11 . .5 cents. Though we do not recommend the . t 
impositic.::1 of a tariff.at.this.tim�, we believe an indica­
tion of our \villingness to taJ<.e such action would both 

· 

reduce pressure !or Congressional action and would improve 
chances for ·negotiating a satisfactory international agree­
ment. After indicating our willingness to take such Steps, 
we would await results of the next round 6f international 
negotiations before recommending further actions. 

Beyond the positive effects·we believe this would have oh 
the Congress and· the international negotiations,· it. avoids 
the appearance of vacillation or retreat by the Administration. 
It is entirely consistent.with your earlier.rlecision. 
Namely, that the best long term solution is a workable 
international sugar agreement buttressed by administrative 
actions designed to keep domestic producer prices from 
falling below 13.5 cents (sufficient to cover production 
costs of the more efficient beet and cane producers)� 

\�e rcconunend that you concur with this suggestion, which 
.was endorsed by Bergland, Strauss, and Katz. 
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DECISION 

Agree --------

-----Disagree 

Charlie Schultze feels that we should simply say, "we are considering such tariff action and will make a decision after the international· negotiations ar� concluded�. . Secretary Blumenthal suggests tha.t "we. informally indicate that we are seriously consider�ng unilateral action if the. negotiations do not succeed" • · 

· --. . 



THE WHITE HOUSE 

WASHINGTON 

MINUTES OF THE· CABINET MEETING 

Monday, August 1, 1977 

The twenty-fourth meeting of the·cabinet was called to 
order by the President at 9:03a.m., Monday, August 1, 1977. 
All Cabinet members were present except Ambassador Strauss, 
who was represented py Deputy Special Trade Representative 
Alan. Wolf.f; and Secret.ary Vance, represented by Deputy 
Secretary of State Warren Christopher. 

Other persons present were: 

Joe Aragon 
Hugh Carter 
Midge Costanza 
Doug Castle 
Stu Eizenstat 
Jane Frank 
Jim Gammill 
Rex Granum 

. Bob Lipshutz 
Gale Matheson 

Bunny Mitchell 
Dick Moe 

·Frank Moore 
Esther Peterson 
Frank Press 
David Rubenstein 
Jay Solomon 
Stansfield Turner 
Charles Warren 
.;Jack Watson 

The President asked for comments from Cabinet members, 
beginning with the Secretary of Defense: 

1. Dr. Brown was in Korea most of last week discussing 
the details of withdrawal of u.S. ground troops. En route 
back to Washington, he stopped in San Francisco to deli�er 
two major foreign policy addresses. Dr. Brown reported �hat, 
by and large, the Koreans are reacting well to our plans 
and are. how preparing to improve their own ground forces. 
Dr. Brown plans to report on his trip to the Congress on Thurs­
day. He. spoke to Senator Robert Byrd on Saturday, and 
Senator Eyrd confirmed that such a report was a good idea 
and consistent with the recent Byrd amendment to the Defense 
appropriations Bill requiring annual consultation with the 
Congress on withdrawal of forces from :Korea. 

Dr. Brown also stopped briefly in Japan where he met 
with government leaders in an effort to allay their concerns 

\(\ .-.... 
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-- The House/Senate Conference Corrunittee is still 
deadlocked on the subject of urban development action grants. 
$ince one such grant is pending for Johnstown, Pennsylvan:i.a, 
Ms. Harris predicted that some progress with the legislation 
might be made. She commended the Chairman of the House 
Conferees for· his help. 

· 

8. Mr. Bergland said that the forest fire season has 
begun: 300 fires have already occurred, and many more are 
expected. 

-- The Department of. Agriculture is undergoing a zero;... 
base budget review, and "askirig all the bard questions." 

-- After six days of debate, the House passed the Farm 
Bill last week. All of the AdministrCition amendments were 
adopted, but also adopted was an amendment on sugar which 
the Administration opposed strenuously. The Senate/House 
conference begins today and should conclude by the end ot 
the week. Mr. Bergland has met with Senate Agriculture Com-. 
mittee Chairman Talmadge and four of the Senate conferees, 
but predicted that deleting the sugar amendment will be 
"most difficult." The President asked for a memorandum on 
the subject. Mr. Schultze inquired about a proposed compro­
mise which he heard discussed on the radio and �hich 
Mr. Bergland said is the compromise being offered by the 
ind�stry. Mr. Bergland said that the industry compromise is 
also not acceptable. He added that Under Secretary of State 
Jules Katz is in London negotiationg an international sugar 
agreement� and that some progress is being made. According 
to Mr. Bergland, if an internat:i,.onal agreement is reached 
soon, the House may be persuaded to abandon its amendment. 

8. Mr. Blumenthal said that. the large trade def icit 
is adversely affecting our external accounts. He suggested 
that the deficit is largely attributable to u.s. energy 
imports,�hd he predicted that the deficit is likely to con-. 
tinue at a high level. Dr. Schlesinger noted that energy 
imports hcwe fallen. since June, when they reached a peak 
because of widespread fear of a rise in OPEC oil prices which 
never materialized. He said the growth of oil imports is 
now in phase with the growth of the economy. Dr. Schlesinger 
�lso said that he opposes a limitation on oil imports because 
such a limita tion would only drive up oil prices in the U.S. 
Mr. Schultze added that an import quota would also decrease 
domestic oil stocks and create a shortage problem if next 
winter turns out to be as severe as last winter. 

.. ..:-. .. 
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DEPARTMENT OF AGRICULTURE 
OFFrCE OF THE SECRETARY 

WASHINGTON. t;>. C. 202SO 

}fEL"\{OR.Mi1JDi TO THE PRESIDENT 

SUBJ�GT: . s�gar I�I>ort Duties and Fees· 

This memor�dum contains: 

. . 

' 
I 
I 

a .review of ·Ol:lr. efforts to protect the ppice support l<;>an 
program and the domestic sugar.industry tl:lrough a system 
of duties and �ees on sugar; 

identifies the problems that have become. evident with 
respect to the proposed fee schedule; 

and seeks your approval of measures to overcome these 
problems. 

B_�ckground 

The final regulations for the interim� paYWent program were publishe<! 
in the October 7, 1977, Fede_r.al Reg:i.�ter. As subsequently amended, 
the paytilellt program covets su-gar marketed from the start of the 1977 
harvest through November 7, 1971, the clay before the loan (de la. Garza) 
program was announced. The term "marketed" was amended December 23, 
with Oivm concurrence, to include sugar contracted prior to November 8 
for later delivery. The interim payment program. will cover approximately . 
5.4 billion pounds of suga1:, requiting budget outlays of $180 to $220 
million, wl.th the exact amot:il:_lt dependent upon domestic sugar priceso 

On November 8, 1977, we announced regulations for the. price support 
loan program required by the Food and Agriculture Act of 1977. The 
minimum support price is 13.5 cents a pound, raw value. To date, $24 
million has been loaned. These 6 percent loans mature after 11 months, 
but many will be redeemed earlier. 

On November 11, 1977, you issued Proclamations imposing ::i.J:nport dutie_s 
and. fees on sugat, sirups and mol-asses, to pr.otect the price support 
loan program-and the dOJ.nestic sugar industry. The emergency provisions 
of Section 22(b) of the Agricultural Adjustment Act were used to impose 
fees on imported sugar. You also directed the International Trade 
Commission to undertake an investigation of the need for the imposition 
of import restrictions, and to report its findings and r"eco!lliilenda tions 
at the earliest practicable date. 
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Sugar on the high seas by November J..l or impor ted prior to January 2 
to fulf ill forwCir:d contracts entered into before November l.i was e�empt 
from the incr�se in the gut:ies and from the fees. The sugar trade 
anticipateci this, and an abno�lly large quantity of sugar is entering 
the United St�tes this month. 

· 

Effective January 2 a).J.. .imported sugar will be subj ect to the higher 
duties and the .fees. The duty i,s a fixed amou�t, 2.98125 cents a 

pound for refined sugar and 2.8125 cents for raw sugar. The fee 
varies inver:sely with t}le world price� from 0 to 3.32 cents as the 
world price declines from 10 to 6.67 cents a pound. A world price 
below 6.67 cents requites a comparab le reduction in the fee , because 
it cannot exceed 50 percent of.the value. In c:ombination, the . duty 
and the fee·(plus freight, insurance and. other'costs associated with 

. importing sugar) wer:e desigg.e_d to keep .the pi:�_ce of i:qlporte_d raw �ugCjlr 
a t 13.·5 cents a pound . This price objective will no·t be realized· when 
the world raw sugar price is below 6.67 cents and woul.4 be exceeded with 
a world p:r:ice of 10 cents a pound o"J:' more� 

Fee Schedule_Probl�s 

Th.ere ate several problems associated with the fee schedul� in 
Proclamation 4538: 

The· 13.5 cent price objective for impor ted raw sugar 
should be increased " to 13.8 cents for early 1978, to 
protect the loan program. 

The ioophole that permits refined sugar to escape tb.e 
fee when the vall,ie is 10 cents a pound or more must 
be closed.!� tc- prevent disaster for domestic refiners. 

The daily variable fee should be replaced with fixed 
·fees, at least until after the Internatiol).al Trade 

Commission reports to you, to minimiz� the potential for 
fraud and ease the ad:g�.inist:rative burden. 

The Internatio:Q.al Trade Coi!I!i:d.ssion should be asked .to 
broaden its investigation to include sugar-containing 
products,· so this potential loophole can be addressed. 

These problems can be overcome by the issuaiJ,ce of the attached Proclama­
tion and by sending the attached letter to the I,nternational Trade 
Connnission. 

me 0Y .Letter 
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Ptice Objectives 
{ 
I 

The price objective for imported ra'tv- sugar shoy.ld be above the loan 
price for U.S. produced sugar by at least the interest on the loan 

.because �he processor need not pay the interest if he turns the sugar 
over to CCC. Interest amounts to 0.0675 cents a month, so in Apr�l the 
processor \dll need a price it1 excess of 13.77 cents a pound to 
encourage repayment of the loan. To prot�ct the :J..oan. program our 
price oi;>jective for imported raw sugar should be 13.8 cents a p ound for 
the first t!lird of 1978. 

The price objective fo r imported ref ined !?tiga r must be · above the 
raw sugar price obj ective by an amount equal to the cost ot refining 
$tigar. Current data show such costs to be centered on 4.0 cents a 
pound for bulk sugar. Therefore, . ·the price objective for ·refined 
bulk sugar shou].d be 17 �8 cents a poun<:l for the first third of i978. 

The Refin� Sugar _Loophole 

Unfortunately, refined sugar can enter the United States at a. price more 
than 3.0 cents a pound below the 17.8 cen t price objective according 
to t.he provisions of Procl�ation 4538. Proclamation 4538 makes rio 
distinction between raw and refined. sugar, and, therefore, as long as 

the world price of refined sugar is in excess of 10 cents a pound there 
is a zero fee Ot:l imported refined s;ugar. Since November 11, the value 
of �mported ref ined sugar· has exceeded 10 cents a pound, and ther�by 
escapes the fee. The world price of sugar h�s r isen since early November, 
and even though it may decline early in 1978, the value Qf imported 
refined sugar is expected to remain above: 10 cents a pound. 

Im?o.Sing a fee on rat-7 sugar but per.nitting re:fined sugar to escai)e the 
fee already is creating problem.s. Refined . sug�r is entering the United 
States at an unprecedented rate , This wilJ. become intolerable in 
january, when the gap between the price of imported ratiT and refined sugar 
will narrow to about 1 cent a pound while domestic refining costs are 
about 4 cents. �his loophole must be closed. , 

Variable Fees 

Proclamation 4538 provides for a fee that would change da:Uy, to offset 
change:;; in the "tv-orld price. This system has advantages, but also 
disadvantages . 

The price of imported sugar to the domestic user rem.ains constant, 

unless t:.he tv-orld price is very low or q uite high. Realizing our · 
price obj ective, even though the ·world price moves over a rela tively 
broad range , provides firm

-
protection to the loa!l program. It also 

minimizes attempts to capture a lower fee by varying sugar delivety 

schedules. 

·-..l. -----
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But there is potential for manipulation and fraud. Customs intends to 
use the voucher for each shipment to determine value >vhich :Ln turn is 
used to de termine the fee. The price paid for sugar by the firm 
selling to the U.S. buyer ,.,ilJ,. be the value. Since a value above a 
specified amount escapes the fee there will be g�eat pressure to report 
a transaction price at the specified amount on all shipments. The 
shippers choice is to pay a fee to the Treasury, or pay it to the firm 
or country f:tom lvhich he makes the purchase. Few ate expec ted to opt 
for paying the fee to the Treasury. 

In addi tion to this basic problem., a totaJ,.ly flexible fee is foreign 
to the sugar trade. They are accustomed to a fixed· fee (the duty) . 
Also, it is more difficult to administer a variable fee than a fixed 
fee. l.J'ith the variable fee each shipment must be valued to determine 
the appropriate fee, and if the fee exceeds 50 percent of th$ value. 
With a .fixed. fee each. shipment .must. be valued, but only. to determine .. . 

if the·fee exceeds 50 percent of the value . This normally is a much 
less complex process. A fixed fee shifts the burden of proof that the 
fee is inappropr.iate to the importer; a variable fee places the burden 
of proof tQ.a.t the fee is appropriate upon Customs. 

The flexible fee system has been imposed through the use of elt1ergency 
powers. The International Trade Commission wt:U be making their 
report as soon as possible, hopefully in March. Then the options will 
again have to be revie't.red. Establishing an uJl.fanrlliar and administratively 
c�bersome fee system under these circtimstances does not appear to be 
in our best interests ; 

For these reasons we have come to the conclusion that a less complex 
system should be put in place effective January 2. Our price objectives 

for both raw and refined sugar can, we believe, be protected by a fixed 
fee that would remain in place until after the InternationCil Trade 
Commission has. made its report to you, and the options have �gain been 
assessed. 

PrQposed E,aw Sugar Fee. 

The fixed fee we propose for ra:w sugar is 3.0 cents a pound. The average 
. world price for raw sugar �vas about 7 .� cel'l.ts a pound from mid-August 

to mid-December, the tiiite when most of the sugar to be imported into 
the United States during the first four months of 1978 t.ras purchased. 

A 7. 3 cent �.rorld price for raw sugar, plus the fee of 3. 0 cents, the · 

duty of 2.81 cents, and fteigh� insura�ce, etc�, of about 0.69 cents � 

brings the. price of imported ra�v sugar to 13.8 cents a pound, exactly 

equa:l to our price objec tive . 
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At present the world raw sugar price is about 8 cents'a pound. Future 
prices support the view that the International Sugar Agreement, with 
an 11 cent minimum, \.rill pull prices upwards as we move: through 1978. 
The i'farcil 1978 contract is a:round 9 cents; the October 1978 contract 
just over 10 cent;:s. 

Sugar purchased yesterday at the London spot pri�e witP, a 3.0 cent 
fee plus the duty and other costs, would cost the U.S. user about 14 .• 5 
cents. Th;ts would be above our price objective, and above current 
domestic prices,. so sugar is not likely· to enter the Upited States ea_r].y 

·in 1978 unless the world price declines. 

Although .the futures ind:i.cate higher world prices, they may decline ea:r;].y 
in 1978. The incentive to bring sugar into the United States prior to 
January 2 resulted in a record quantity being imported during Decei!J.ber. 
This abnormal demand �ill not be pres.ent. early in 1978. In fac:t, the 
demand for imported sugar from U.S. users with the proposed fee schedule 
in place will be abnormally weak. Both the imposition of the fee itself 
and tb.e reduced quantity movj,ng to the U.S. will place downward p:te_Ssu:t'e 
on world p rices. 

Proposed. Ref iJ:lecl Sugar Fee 

The fixed fee we propose for refi:ned sugar is 3.35 cents a pound. It 
appears that world raw price of 7.3 cents a pound justifies a world 
price for refined, sugar on the order of 10.8 cents a poq,nd, but data 
on refining costs in other countries are not as firm as we would like. 
Adding duty, freight, insurance, etc., and a fee of 3.35 cents to a 
base price of 10.8, however, brings the price of imported refined sugar 
to 17.83 cents. T}:lis is our price objective for refined sugar. It is 
exactly t;:lle same as the cost of refining taw sugar in the United States, 
given an imported raw pr ice of 13.8 cents a pound', and refining costs 
of 4.0 cents a pound. This will protect U.S. refined sugar prices unless 

·refining costs are lower than our estimate or refined sugar sells below 
costs in wor�d markets. If this happens, we will have to d�l with it 
later. 

Sugar-Containing Products 

Finally, some sugar-containing products that are not subject to the 
fees ithposed by the existing or proposed Proclamation are likely to 
be imported in abnormally large quantities. The:r;e is strong economic 
incentive for finding "tvays to import sugar in forms which would not be 
subject to the import .fees. He recommend that you direct the International 
Trade Commission to expand its ongoing investigation to include sugar­
containing products. 
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The formal letter from the Secretary, the Proclamation and a draft 
letter to the Inte!'national Trade Commission are attached. Issuing 

· 

th� Proclamation, $.nd sendtng the pr.oposed letter to the Internat-ional 
. Trade COill!!lission wi).l resolve these problems in tile manner described 

above. 

·C4L-·

·

:1 ()HN C. w-ra!TE 
ting Secretary 

Attachments 

· . .  · .  

·.' > .. � ,

· 
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DEPARTMENT OF AGRICULTURE 
QF"FICE OF" THE SECRETARY 

WASHINGTON. D. C .. 20250 

l.f:El:10RANDffi1 FOR THE PRESIDENT 

FROM . . BOB BERG!.AJ."'D 
Secretary 

SUBJECT: Sugar Policy 

··Q······: ' . 
. . . 

R�coill!llended: · That you authorj,ze this Department to announce the 
establishment of a price support (loan) program for producers of · 
domestic sugar crops, and that the tariff be increased as necessary 
to limit Treasury expenditures associated ¢th t'he price support 
program. 

Backgrol.lnQ.: T'he Economic Poiicy Group (EPG) has been studying this 
matter for some time. There appears to be broad support in the E�G 
for the negotiation of a_n International Sugar Agreement (ISA) as the 
corners tone of our domestic sugar policy. We join in this consensus • 

. However, ever1 .j.£ an ISA can be negotiated, it will be well into 
calendar 1978 before it.can be put into operation. I am also of the 
opinion that there is general agreement the1t, it?, the interim, a 
domestic support p:togram will be needed to bridge the gap betw·een 
the present and the time when an ISA can affect the market in a 
significant r.vay. 

Domestic sugar producers have production costs averaging 14-16 cents 
per pound. Even our most eff:i.cient producing areas (t:he Florida 
sugarcane area and the Hinnesota-North Dakota sugarbeet area) cannot 
produce sugar for less tl:lan an average qf 14.5 cent:s pet pou11d. Our 
goal of supporting prices at 13.5 tents assumes that this is the 
break-even point for the most effic.ient of the domestic producers iil. 
these areas, and implicit in this concept is the certainty that some 
domestic production will be phased out, even in the most efficient 
areas. Data available to us indicates that no improvement in sugar 
market prices before 1979-80 (in the absence of .au ISA) can be 
e.Xpected. Futures prices tend to support this assessment. 

Contracts for delivery as much as 18 months distant are selling at 
prices near present values. There are some reports that the USSR 
1976-77 beet crop \vas belo�v earlier estimates by as much as 500,000 
tons of sugar. This has resulted in some strer:gth in the market 
recently (distant futures moved above 10.0 cents this �-;eek). He 

knm·7 that they have made substantial purchases on the open market 

recently, and it appears to us tl1a t they have covered their needs. 
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11ie U.S. Internation.:J.l Trade Com::nission (ITC) has found substantial 
threat of injury to the domestic industry from sugar ii:l?orts a!'ld 
reco�ended restrictive quotas as their preferred remedy. However, 
I find litt�e support among the members of the EPG for restrictive 
quotas , either for sugar , shoes or television sets. While I have 
made the same recommendation, I recognize its disadvantages (som.e 
increase in consumer prices,. windfall profits, and possibly.an adverse 
impact on the ISA negotiations) , and will not press the point. 

Although several options have been examined, we have discarded most 
because �f either legal or administrative considerations . therefore, 
it seems to me that there remains only the folloWing options: 

1. Price sqpport (duiciencv) ·payments. Income support 
(deficiency payme:•.t:s) would be provided to domestic producers to 
insure retu� of 13.5 cents for sugar produced from cane or beets 
harvested after .July 1, 1977 • .  On strictly econo�ic grounds,..this 
option i.s clearly preferred. It. will have no market :impact and will · 
not artific.ial.ly stimulate the production· of corn sweeteners.. Adoption 
of this option wil1 not adversely affect the delicate"tSA negotiations . 

On the other. hand, the intended beneficiaries (sugar producers a�d · .  . · 
processors) are opposed to it, mainly because it would result in a 

few very large (and therefore visible) payments. Ihe corn sweetener 
industry .is also opposed, in fact .so ·opposed that they have informed 
me that if adopted . they will seek injunctive relief in the courts. ·. · .  
Also opposed are representatives of suga:r fieldworkers who insist 
that any benefits to prod"-cers be matched by benefits for workers i n  

·the form of higher wage rates. Failing that they, too:�� would likely. 
seek injUJlctive relief. For these reasons, I do not support "this 
option. 

' . .  
2. !rice S1lEPOrt (loan) program with tariff iiJ.�rease. I can put 

a price support program into place utilizing loans to producers under 
Sectio n 301 of the 1949 Agricultural Act. Loans would be offered at 
13.0 cents to encourage redemption· when tlte market price reaches the 
support level of 13.5 cents. Loans would be made on. sugt;�.r produced 
from cane or beets harvested after July 1, 1977. You .could simul­
taneously announce an increase in the tar�f to help·protect the 
operations of the price support p·rogram.. Ihe tariff increase (unde r 
provisions of the Trade Act of 1974) could be up to 50 percent 'Of 
the e...xisting rate. Since th= present rate is 1.875 cents per pound, 
the new rate could be as much as 2.8125 cents. Or,. }"ou could increase 
the rate by as much as 50 percent ad valorem under Section 22 of the 
Agricultural Act of 1937, but this would require a new ITC investigation. 
Any action taken under terms of the Trade Act will leave you more 
flexibility tha£l a similar action taken under provisions of Section 22 • 
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It .t:..:l.y be r.ecessary to reduce the Lr.�.?o:it quot:?. to some reasonable 
(but :;.ot restrictive) level, say to 4 . 6 - 4.8 million tons, (presently 
7.0 million tons; last year 4.66 �illion tons were ilnported) , to 
protect the Treasury from unnecessary exposure due to a flood of 
foreign sugar entering on the heels of a domestic price support:. · 

program. Such a quota would not, in and of itself, have any 
influence on the pric;!e, but it together with the price support 

.. program would boost the price to .the support level at some point 
during the marketing year. 

This option would be adequate , I believe, t� bridge the geip while 
an ISA can be negotiated and put ii1.to effect. The increase in tariff 
would protect the Treasury from unacceptable ��o���e. 

Summarz. ·At present prices domestic growers are losi.Ilg about $100 
per acre on their production, or about $15,000 for the average sugar 
farm. If you adopt my recommendation, the most effi.c:i.ent Q.t: our 
growers can at least break--even ·  while the ISA is nego tiated and 

put into operation. 

.. 



The President 
The White House 

Dear Mr. President: ' . 

. . 
DEPARTMENT OF AGRICULTURE 

OFFICE OF' THE SECRETARY 

WASHINGTON, D. C. 20250 

8 NO'/ 1377 

Section 201 of the Agriculture Act of 1949:. as amended by Section 902 

of the Food and Agriculture Act of 1977 (91 Stat 949, effective 
October 1971) provides that the price of t_he 1977 and 1978 crops of 

sugar beets and sugar cane shall be supported th�ough loans or 
p(lrchases with respect to the p:t;ocessed products thereof at a level 
not in excess of 65 .per centum nor less than 52.5 per centtun of the 
parity price therefor. Se�tion 201 further provides that the support 
level may in no event be less than 13.5 cents per pound raw sugar 

· equivalent:. 

Pursuant to Section 201 of the Act, I have implemented a progl!am. to 
provide price support to sugar beet and sugarcane producers at not 
less than 13.5 cents per pound, raw sugar equivalent. Price support 
will be made available through loans by the Commodity Credit Corporation 
to sugar processors who pledge sugar as collatera_l on the ·condition 
tha_t they· pay the applicable support price to producers o� sugar beets 
and sugarcane. If the loans are not redeemed upon maturity, the sugar 
may be delivered to the Co!IimOdity Credit Corporation in satisfaction 
of the loan. This p1:ogram is intended to achieve the mandated support 
level of 13.5-cents per pound raw sugar equivalent. 

World prices of sugar are substantially below this level. Currently,­
prices for raw sugar, f.o.b. basis, are in the range of 7 to 8 cents 
per pound. These prices are equivalent-to a landed, duty paid price 
range of 10 to 11 cents per pound. These prices reflect a situation· 
in wh}.ch world supplies are heavily in excess of commercial demand. 
For the short term> the outlook is that this situation will continue. 
�.J'e are hopeful that the recently negotiated International Sugar AgJ:eement 
will alter this situation by bringing world supplies into better balance 
with demand and, accordingly:. increase prices from their present depressed · 
levels, which are below the costs of production. The Agreement is, 
ho-.;-rever, not yet in force and we cannot at this time predict with cer­
tainty 't.;hen it 'tvill enter into force or when it \-Till raise -.;-rorld market 

prices to levels \vhich are con_sistent with the level of the Department's 
support program. 

World production of
-

sugar has exceeded world consumption during the past 
three years and is ex,pected to do so again in the current crop year. 
This has led to a sub"stantial buiJ,.d-up in sugar stocks; by the end of 



the current crop year (August 1, 1978) these stocks J113.Y equal a record 
30 percent of . world consumption. 

These ever-incre�sing world stocks have had a depressing effect on 
sugar prices. The average world price during 1975 was 20.5 cents per 
pound and declined to 11.6 cents per pound in 1976. In October 1917, 
the average price was 7.1 cents per pound.· Since the termination of 
the u.s. Sugar Act on December 31, 1974, the domestic price has moved 
in relation to world prices. Generally, the domestic price has exceeded 
the lvorld price by a margin equal to the cost of shipping and handling 
and the import duty. The domestic price averaged 10.1 cents in October. 

With the prospect of a further build-up in wor,ld sugar stocks, world 
lllarket values will remain· relatively depressed. · Foreign sugar supplies 
will be available at prices lower than those applicable under the support 
program and u.s. sugar users will be influenced to purchase excessive 
quantities o� fqreign sugar. The current quota and duty will not provide 
protection against these sug�r imports, displacing substantial amounts 
of dorp.estic sugar. In turn, domestic sugar will be placed under loan, 
with the very iikely end rest.1lt that the Commodity Credit Corporation 
will acquire title to it. 

In view of the foregoing, I have reason to believe that; suga.r, sirups 
a.nd molasses, as described in items 155.20 and 155.30, part lOA, 
Schedule 1, o.f the 'l;ariff Schedules of the United State.s ('ISUS), are 
practically certain to be imported under such conditions and in such 
quantities as to render or tend to render ineffective, or materially 
interfere with, the price support program for sugar undertaken by. the 
Department of Agriculture, or to reduce substantially the amount of 
products processed in the United States from domestic sugar. Accordingly; 
I :have concluded that it is necessary to invoke the autllori.tyof Sec­
tion 22 of the Agricultural Adjustment· Act, as amended; which provides . 
for the imposition of quantitative restrictioll,s or fees , in order to 
prevent the importation of such articles from J113.terially interfering 
with, or rendering ineffective, the Department's support program for 
sugar. 

I further recommend that, in order to attain, under changing world. 
market conditions, the objective of protecting the p;rice support program 
lvith a mandated minimum price support of 13.5 cents per pound., raw 
b.asis, an import fee, the amount of which would vary with the value 
of the articles imported should be imposed. Section 22 provides that 
such fee �a.y not be in excess of 50 per centum advalorem. 

I further recomii).end that you direct the United States International 
Trade Commission to make an investigation under Section 22 of the 
Agricultural Adjustment Act, as amended, as to the need for the imposi­
tion of import restrictions on sugar. Enclosed is a draft of a proposed 
letter to the International Trade Coimnission. 



Because of the threat that large amounts of sugar could be imported 
into the United States without delay, and since I. have reasoiJ. to 
believe that such importations a�e practically certain to be made'· 

under such conditions, at such prices, and in such quantities as to 
materially interfere witll the price support program 'of this Depa:rtment 
for sugar, I have determined that a condition exists W:l:J..ich requires 
emergency treatment. · I therefore reconmte:r;Ld that you invol<e the 
emergency provisions of Section 22(b) of the A.griculturai Adjustment· 
Act, as amended, and immediately issue a Presidential Proclamation 
thereunder imposing import fees, as set forth in tile attached draft 
of an emergency proclamation imposing such import fees upon sugar, 
these fees to remain in effect pending your action upon receipt of . 
the report and recommendation of the International Trade Comm:ission 
't-¥ith respect thereto. 

Respectfully, 

Enclosures 



IMPORT FEES ON SUGAR� SIRUPS1 AND MOLASSES 

BX THE PRESIDENT OF THE UN!TED STATES OF AMERICA 

A PROCLAMATION 

6 

1. The Secretary of AgricUlture has advised me that he 

has reason to believe that certain sugars, sirups, and molasses, 

derived from sugar cane or sugar beets, classified under items 

155.20 and 155.30, of the Tariff Schedules of tbe United States· 

(TSUS) (19 U.S.C. 1202), are·being, or are practically certain 

to be, imported into the United �tates under such conditions 

and in such quantities as to render or tend to render inef­

fective, 6r to materially interfere with� the price support 

operations now being conducted by the Department �f Agriculture 

for sugar cane and sugar beets, or to reduce substantiallY the 

amount of any product being processed in the United States 

from domestic sugar beets and sugar cane. 

2. I �gree that there is reason for such belief by the 

Secretary of Agriculture. Therefore, I am requesting the 

United States International Trade Commission to make an im­

mediate investigation with respect to this matter pursuant 

to section 22 of the Agricultural Adjustment Act, as.amended 

(7 U.S.C. 624), and to report its findings and recommendations 

to me as soon as possible. 

3. The Secretary of Agriculture has also determined and 

reported to me, with regard to such sugars, sirups, and 

·molasses, that a condition exists which requires emergency 

treatment, artd that the import fees hereinafter proclaimed 

should be imposed without awaiting the report and recommenda­

tions of.the United State§ International Tr�de Commission. 

4. I find and declare that the imposition of import fees 

hereinafter proclaimed, without awaiting the recommendations 

. .  



. of the United States International Trade Commission with 

respect to such action, is necessary in order that the 

entry, or withdrawal from,warehouse, for consumption of 

certaih sugars, sirups, and molasses, described below by 

value, use and physical description, and classified unde� 

TSUS items 155.20 and 155.30, will not render or tend to· 

render ineffective, or mat�rially interfere with, the 

.price support operations now being conducted by the Department 

of Ag�iculture for sugar cane o� sugar beets, or reduce sub-· 

stantially the amount of any product processed in the · 

United States from domestic sugat beets or sugar cane.· 

NOW, THEREFORE, I, JIMMY CARTER, President of the 

United States of America, acting under the authority v�sted 

in me by the Constitution and Statutes of the United States 

of America, includ� ng section 22 of the Agricultural Adjustment 

Act, as Ci,mended, do hereby proclaim that Part 3 of the Appendix 

to the TSUS is amended as follbws: 

(a) A new headnote i� added which reads as follows: 

4. Sugar, sirups, and molasses 

Licenses may be issued by the Secretary of 
Agriculture or his designee authorizing the 
entry of articles exempt from the fees pro­
vided for in item� 956.10, 956.20, 957.10 
and 957.20 of. this part on the condition 

- that such articles will be used only for 
the production (other than by distillation) 
of polyhydric alcohols, except polyhydric 
alcohols for use as a substit�te for sugar 
in human food consumption. Such licenses 
shall .be issued under regLJ,lations of the 
Secretary of Agriculture which he determines 
are necessary to insure the use of such 
articles only for such purposes. 

(b) The following new items, in numetical sequence, 

are added following items 955.06: 



Item 

956.10 

956.20 

957.10 

957.20 

3 

Articles 

"Sugars, sirups, and molaases, derived 
from sugar cane or sugar beets, except 
those entered pursu�nt to a license 
issued by the Secretary of Agriculture 
in accordance with headnote 4: 

Principally of crystalline struc­
tu�e or in d�y amorphous form, 
provided for in item 155.2b, part 
lOA, schedule 1: 

Valued at not more than 
6.67 cents per pound 

Valued at more than 6.67 
cents �er pound but not 
more than 10.0 cents per 
pound 

Not principally of crystalline 
structure and not iri dry amor­
�hous form, containing solUble . 
non-sugar solids (excluding any 
foreign substance that may have 
been added or developed in the 
product) equal to 6% or less by 
weight of the total soluble 
solids, provided fo� in item 
155.30, part lOA, schedule l: 

Valued at not more than 
6.67 cents per pound of 
total sugars 

Valued at �ore than 
6.67 cents per pound of 
total sugars but not 
more than 10.0 cents per 

. pound of total sugars 

Import Fees· 

50% ad. val.· 

.3.32 cents per 
lb. less the 
amount per lb. 
by which the - . 
value exceeds·· 
6.67 cents per 
lb. 

50% ad . • val. 

3.32 cents per 
lb. of total 
sugars less the 
amount per lb. 
of. total sugars 
by t-rhich the 
value exceeds 
6.67 cents pe� 
lb. of total 
sugars.'' 
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The fees established by items 956.10, 956.20, 957-10 

and 957.20 shall apply to articles entered, or withdrawn 

from wa�ehoUse, for con�umption on or after the date of 

this Proclamation, ahd shall continue to apply to such 

articles pending the report and recommendations of the · 

United States International Trade Commisslon and action 

that I may take on them. However, such fees shall not 

apply to articles (a) exported to the United States before 

12:01 A.M. (U.S. Eastern Standard Time) on the date of this 

Proclamatton
.

or (b) imported to fulfill forward c6ntracts 

entered into before 12:01 A.M. (U. S . Eastern Standard Time) 

on the date of this Proclamation, provided, That articles 

referred to in (a) and (b) are enter-ed, or withdrawn from 

warehouse, for consumption on or before January 1� 1978. 

IN WITNESS WHEREOF, I have bereupto set my hand this 

day of November, in the year of our Lord 

nineteen hundred and seventy�seven, and of the Independertce 

of the United States of America the two hundred and second. 



MODIFICATION OF TARIFFS ON CERTAIN SUGARS, 
SIRUPS, AND MOLASSES 

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 

A PROCLAMATION 

1. By Proclam.atio:n 4334, of November 16, 1974, the 

President modified Subpart A, Part 10, Schedule 1 of the 

Tariff Schedules of the United States (l.9 u.s.c. 1202, here­

inafter referred to as the i'TSUS") to establish, effective 

January 1, 1975, following expiration of the Sugar Act of. 

1948, a rate of duty and quota applicable to sugars, sirups 

and molasses described in items 155.20 and l55.30 of the TSUS. 

By Proclamaltion 4463 of September 21, 1976, as amended by 

Proclamation 4466, of October 4, 1976, the President modified 

the rate of duty a.pplicable to such sugars, sirups and molasses. 

2. ·The Pres:i.clent took these actions pursuant to authority 

vested in him by the Constitution and. statutes of the United States 

including section 201 (a) (2) of the Trade Expansion Act of 1962 

(19 u.s.c. 1821 (a) (2)), and i n  conforndty with Headnote 2 of 

Subpart A of Part 10 of Schedule 1 of the TSUS, hereinafter re-

ferred to as the "Headnote". The Headnote was part of a trade 

agreement that embodied the results of the "Kennedy Round" of 

international trade negotiations. That agreement is known 

fonnally as the 1967 Geneva Protocol to the General Agreement on 

Tariffs and Trade, and the agreement includes, as.an Annex, 

''Scb.edule XX", a schedule of United States trade concessions 

made during those negotiations. Thi,s agreement was concluded 

pursuant to section 201 (a) of tne Trade Expansion Act of 

1962 (19 u.s.c. 1821 (a)), and was implemented by Proclamation 

No. 3822, of December 16, 1967, (82 Stat. 1455) \V'hich, inter 

alia, added the Headnote to the TSUS. 
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3. ·The .Headnote provides, in relevant part, as follows: 

'' (i} • • •  if the President finds that a particular 

rate not lower than such January 1, 1968, rate, limited 

by a particular quot·a, may be established for any 

articles provided for in item 155.20 or 155�30, which 

will give due consideration to the interests in the 

United States sugar market of domestic producers ct,nd 

materially affected contracting parties to the General 

Agreement on Tariffs and Trade, he shall proclaim such 

particular rate and such quota limitation, • • •  

"(ii) • • •  arty rate and quota limitation so established 

shall be modified if the President finds and proclaims 

that such modification is required or appropriate to give 

effect to the above considerations; II . . . 

4. Section 201 (a)(2} of the Trade Expansion Act authorizes 

tbe President to proclal.m the modification or continuance of·any 

existing duty or.other import restrictions, or such additional 

import :restrictions as he determines to.be required or appro-

priate to carry out any trade agreement entered into under the 

authority of that Act, exce�t that. pursuant to section 20l(b} (2) 

of the Act, the President may not by proclamation increase a 

rate o� duty to a rate mo1.·e t.han 50% above the rat.e existing on 

July 1, 1934. The currently applicable tariff rates in rate 

column numbered 2 for sugars, sirups, and molasses,.described 

in items 155.20 and 155.30, are treated as the rates "existing 

on July 1, 1934", for the purposes of the President's pro­

claiming authority. 

5. General headnote 4(b) of the TSUS provides that a 

rate of,duty proclaimed pursuant to a concession granted in 

a trade agreement shall be reflected in the column numbered 1 

of the TSUS and, i� higher than the then existing rate in 

column numbered 2, shall also be reflected in the latter column. 
� 
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6. I find thatthe modifications hereipafter pro­

claitr.ed of the rates::of duty-applicable to items 155.20 and 
. . . . 

155.3_0 of the TSUS are appropric:tte to carry out :that portion 

of the Kennedy _Round· trade agreement set .forth in the 

·Headnote, gnd as provided for therein, give' due. consideration 

to the interests in the United.States. sugar ma�ket of domestic 

producers and mat�.ria1l,y affected contracting parties to the 

General Agreement on Tariffs and Trade. 
. . 

' . . . . 
NOW 1 THEREFO-RE 1 I 1 JIMMX CARTER, President of the 

' . . . . 
United States. of America, acting under the authority;vested .. · 

in me by the Constitut-ion and statutes,· including section_20:l 

of the Trade Expansion Act of 1962, and pursuant to General. 

· Headnote 4 (b) , and Headnote 2, Subpart A of Part ld of 

·Schedule 1, of the TSUS, do ·hereby procla:i,.m until otherwise 
.
· 

superseded by law: 

A. The rates of duty in .rate columns numbered 1 and 2 

for i terns 155.20 and 155 •. 30 of Subpart .A, Part 10, Schedule 1 

of t-he 'i'SUS, are modified, and t_b;e following tates are 

. es tabli"shed: 

155.2b .� • •  ���··· 2.98125¢ per lb. less 0.0421875¢ per 
lb.· for each degree under 100 degrees 
(and frc;1ctions of a degree in propqr..;. 

tion) but not less. than 1. 9.265625¢. per lb. 
. . ': 

155.30 • • • • • • • • •. •. dutiable on total sugars at the rate per 
lb. applicable. under Item 1,55.20 to sugar 
testing 100 deg+ees. · 

B. Those parts of Proclamation 4334 of November 16, 1974, 

Proclamation 4463 of September 21,. 1976, and· Proclamation 44.66 

of October 4, 1976, which are inconsistent with the provisions 
.. 

of paragraph (A} above are hereby terminated. 
. . 

c. The provisions of. this Proclamation shall apply to 

articles entered, or wi.thdrawn. from warehouse,_· for consumption 

on and after the date of this Proclamation. However,. the pro-

visions of this Proclamation shall not apply to articles 
.f 

. (a) exported to the United States before 12:01 A�N. (U.S. 

. , 

. . 

Eastern Standard Time), on the date of this Proclamation, or 

. ·-
' 
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(b) imported to fulfill forward contracts entered into before 

12:01 A.M. {U.S. Eastern Standard Time), on t,he date of this 
. . 

. . 

Proclamation, Provided, th;at articles referred to in (a) and 

(b) above are entered, or withdrawn from warehouse, for con-

sumpt;ion on or before. January 1, 1978 • 

. IN WITNESS WHEREOF, I have hereunto set my hand this 

day qf November, in the year of .our Lord 

nineteen hundred and seventy seven and of the Independence 

of the United States of America., the two hundred and second. 

.. 

.• 

. 

!I 
' •• I 
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DEPARTMENT OF AGRICULTURE 

OFFICE OF THE SECRETARY 

WASHINGTON. D. C. 20250 

October 20, 1977 

TO: 

T$-U :  

FROM: 

Honorable Stuart .E. Eizenstat 
Assistant to the President for 

DoiQ.est:i,c Affairs a�d Policy 
Executive Office of.th 

_·.·. ,. 

SUBJECT: Action on Sugar 

The Cot:1g:i:ess in Section 902 of the Food and Agriculture Act.Qf 1977 
clearly mandated a price support program. for sugar and the Conference 
Report indicates that it was the intent of the Congress that the price 
support program be implemented as rapidly as possible. Thus, there is 

·no question that the price support program and the related actions. 
are required; rather, it is a matter of timing. 

On October 19, Ambassador Strauss reported that Senator Dole had 
sufficient votes to override the President's decision to not accept 
the ITC report which recoijlmeQ.ded a '•.275 million ton import quota. 
It was felt that. such an override would be extr�ely disruptive to 
the :�;'resident's legislative program and might lead to even more drastic 
action in other products. 

Subsequently it was .found that if the Department of Agriculture gave 
a firm commitment that the loan and purchase prqgram would be imple­
mented by �ot later than November 8, 1977, the proposed amendment would 
be withdrawn. The Department of Agriculture is able to meet a timetable · 

of announcing a price support program for sugar by November 8, 1977, 
as expiained in the attached letter from Deputy Secretary Hhi,te. 

Thus, the timetable of implementation of Section 902 has been pushed 
forward by several weeks from that earlier envisioned. If this time­
table is followed it would require: 

(1) An announcement by the. Secretary of Agriculture of a 
price support program by November 8, 1977. 
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(i) A report by tne Secretary of Agriculture to the 
President that imports of sugar would J:ender said 
price support program ineffective and, thus, require 
revoking Section. 22 of the A&ric1ll.tural Adjt1stmertt 
Act of 1933. 

Section 22 of the Agricultural Adjustment Act Qf 1933 directs t;he · 

"Secretary O'f Agriculture to advise the President whenever he has 
eason to believe t;hat any arb.cle or articles are 

If the J?re.s:i,qent agrees there. is reason for such belief, he directs 
flie U.S. International Trade Commission to conduct an·lnvestigat:i�, 
itfcludiBg a publie hearing, and to subm�t a repot t to hintCf its 
findings and recommendations. esident is a:!.lthorized, based 
on. such findi in addit�on to· e 

asic duty as he Shall determine necessary. However, the additional 
f�ay not exceed 50 ..,percent ad valoreiii" and the quotas proclaimed 
may not: be less than 50 percent of the quantity imported during a 
previous representative per:tod, as determined by the President. 

enever the Secretary of Agriculture reports to the P:�;esident·that 
a condition exists _requiring emergency treatment, the }.>resident may 
take action without awaiting the report of the International Trade 
Commiss_ion. Any such action by the President shall conttnue in 
effect pending the report and recommendations of the International 

rade Commission a!l4 action thereon by the President. 

With regard .to the use of a fee, the curi:'etJ.t low world rice for 
ugar 6.90 cetJ.es per _pound em-october 1 could limit the effective� 

ness of this choice. :f_t has bee11 determined that to obtain_al3.5. 
cent landed, duty paid.price when a 50 Percent ad valorem fee is 
levied (on top of the existing duty and average shipping and handling 
charges) the world price should be about 7.5 cents. When world prices 
are iess than this l evel, the maximum import fee would not. yield the 
�guired domestic price. On the other hand, as world prices rose -=-

""'ibove 7.50 cents, the maximum fee would increase and yield a landed 
price in excess of 13.5 cents. A possihl" so� to this problem 
is to specify that the fee w:iJ .. l be 50 �t ad val()rem but. _no m.ore 
thein _3. ?5 cents per pQund. · · 

Under the provisions of Section 22, in establishing the quantity of 
sugar which ma:y be imported, the President is only bound by tqe pro­
vision that the total quantity {quota) may be nc:> less thart 50 percent 

...£L.t.be total am91:1B:t il:afJerted iP a representative period. nu.:.:ing the 
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a t  t�n years �ports.have ed 5.1 million short tons. It is 
inco ce va be market effective 

under 
States 

Currently 
raw value. 

A question has been raised on t;he stat;us of sugar imports under the 
GSP. As a general rule, if imports of an item on the GSP list are 
subsequently restricted, the item is removed from the list.· It would 
appe�r ·t.ha·t !ziiY mQVe by the. Admini sttati gn to. 1 imj t sugar ijnports 
would require sugar being removed from the duty free GSP status. 

(Attachment) 



ATTACHMENT 1 

"Nonnal11 

A. cY' 1978 S/D 
(million short tons, raw. value) 

Beginning Stocks 
Ptoduct'ion 
Imports 

Consumption 
Exports 
Ending Stocks 

B. Current market price 
Support price 

Percent price increase required 

3.6 
6.2 
4. 7. 

14.5· 

11.0 
nil 
3.5 

14.5. 

9.3 cents 
13.5 II 

66 percent 

C. A 66 percent price increase required a 3.7 percent 
con�traint on supplies 

D. Nonnal Supply 
Minus 3.7 percent 

Not:n:tal J:mports 
Minus 
Quota 

14.5 
.5 

14.0 

4.7 
.5 

.. 

4.·2 



DEPA�TMEf\JT OF AGRICULTURE 

The Pte.sident 
The Whit:e House 

Dear Mr. President: 

OFF"ICE OF TH!E -S:::CRE7ARY 

WASH! NGTON, D. C. 20250 

C£C ;� :i !S:Tl 
' 

. 

J 

Hy letter of November 8, 1977, recom:inended t�at, u;C,Q.er the emergency 
provisions ot Section 22(b) of the Agricultural Ad] ustment Act, as 
amended, you ii:J.pose fees on i.mports of sugar, sirups,·and molasses in 
order to prevent such imports from interfering t-Tith t:he Depe1rtment' s 
price support operations for sugar cane and sugar beets. You did so 
on November 11 by issuance of President:ia:I. Proclamation 4538. You 
also directed the International Trade Commission to undertake an 
investigation as to the need for the imposition of import restrictions 
·on sugar, sirups and molasses, and to report its firidings and recom­
mendations at the earliest practicable date. 

On the basis of subsequent developments, I believe that further 
measures should be taken j:.n order to more effectively protect the 
Department's price support operations for sugar.cane and sugar beets 
from interference by imports. Separate fees should be provided for 
refined sugar because of differences in price. In addition, I believe 
that the fees, whic� at present may vary with each shipment, depending 
on the value thereof, should be changed to fixed amounts. Fixed fees 
would simplify both the negotiation of contracts by the import trade 
and the collection of fees by the Customs Service. 

P�oclamation 4538 imposes a schedule of import fees applicable to 
imports valued at less than 9.99 cents per pound. This schedule is 
keyeq to· the Depart:nlent' s price support operat-ions for sugar cane and 
sugar beets and, accordingly, to prices for imported raw sugar, which 
account. for the overwhelming portion of sugar :i,mports. There is also, 
howev�r, trade in refined sugar at prices normally 3 to 4 cents per 
pc;>nnd above prices for· raw sugar. Such imports are hi�torically 
comparatively small. 

Current and prospecttve market conditions indicate that ref:Lned sugar 
imports will be valued a.t 9. 99 cents or more per pound, and therefore :, 

will not be subject to the import fees provided for in Proclamation 
4538. The absence of fees for refined sugar parallel to those for 
raw sugar thus creates strong incentives for importing sugar in 
refined form rather than raw. Such shifts in trade obviously would 
be prej udicial to achievement of the Department's price support 



2 

prog:ra!ll objact:ives� as �;>pecified in Section 201 of the Agricultural 
Act of 1949, as amended by Section 902 of the Food �nd Agriculture 
Act of 1977. Action should be t�ken to prevent this situation from 
developing. 

I have reason to believe that sugars, both ra:w @d refined, as well 
as sirups and molasses described in· items 155.20 and 155.30� part 
lOA, Schedule 1, of. the Tariff Schedules of the Un.ited States (TSUS), 
ate practically certain to be imported under such conditions and in 
such quantities as to render or tend to render ineffective, or 
materially interfere with, the price s�pport operat:ions for. sugar 
cane and sugar beets ui_l.dert.a:ken by the Department of Agriculture� 
or to reduce substantially the amount of products processed in the 
United States from domestic sugar. Accordingl-y� I b,ave concluded that 
under the authority of Section 22 of the Agricultural Act, as amended, 
it is necessary to impose import fees wh:i.ch. wo'�J,ld be a:ppl:i.ca)>le to 
all sugars, sirups and molasses and that such fees should be expressed 
in fixed a�ounts. Such fees, of course, would have to be limited so 
as not to exceed 50 percerttum ad valorem, as required by Section 22. 

I have been advised that the busines.s operations of the sugar importing 
trade� including contracting for sugar shipments� would be facilitated 
and simplified if the import fee�.we:re specifieCI. in fixed a:mounts 
instead of varying in relation to the value of the shipment. In many 
instances the final value of a shipment i$ determined subsequent to 
its e{ltry. In addition� a fixed fee would remove any incentive to 
arrange contracted prices so as to minimize the actual amount of the 
fee. The C�stoms Service could collect the fixed fee for preliminary 
entry purposes� with the amount of the fee subject to adjustment on 
the besis of the deternination of the statutory �1alue. Accordingly, 
I recommend that effective January 2, 1978, the import fees be 

· 

changed to a fixed basis., but not to exceed 50 percent ad valorem. 

Because of the threat that 1a:tge amou,nts of sugars, sirups and molasses 
could be imported into the United States without delay, and since I have 
reason to b�],ieve that such importations are practically certain to be 
made under such conditions, at such prices, and in such quantities as 
to materially interfere �vith tb.e price support operations being conducted 
by this Department for sugar cane and sugar beets� I have determined 

· 

that a condition exists which requires emergency treatment. 1 there­

fore recommend that, under the authority of Section 22 (b) of the Agri­
cultural Adjustment Act, as amended, you immediately issue a Presidential 
Proclamation thereunder imposing import fees, as set forth in the 
attach ed draft of an emergency Proc],.amation, these fees to remain in 
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effect pending your action tipon receipt of tli� report and, recommenda­
tion of the International Trade. Commission with respect to imports 
of sugar, sirups� and molasses. 

. 

I 

In addition to the immediate action recommended above, I h_ave reason 
to believe that articles containing sugar, covered by tariff cate­
gories hereinafter specified, ·which are not subject to the fees 
imposed by Proclamatiot_t 4538 or the addit:iop..al P:tocl.C!.mati.qn I have 
herein recommended, are practically certain to be im�o:tted under such 
conQ.i.t:!on,.s anti in such quantities as to render. qr._tend -to render 
ineffective or materially interfere �th the Departmen�'s price sup­
port operationS for sugar cane and sugar beets. Sugar. is readily 
mixed or combined with other articles into_ a wide variety· of sugar­
contaifri.:ng products� With world sugar supplies likely . to remain 
substantially in excess of c;ominercial de�nd, there will be stro.ng 
incentives for finding ways to import sugar in forms which woUld not 
be su_bject to the import fees. Accordingly, I recommend that you 
direct the International Trade Commission to expand its investigation 
to determine whether sugars, sirups and molasses provided for in items 
155.35 and 155.75 of the Tariff SchedUles of the United States (TSUS) 
and articles proVided for in items 156.25,. 156.45, l57.10 and 182.98 
of the TSUS if containing s_ugars, sirups, and molasses of the types 
described in items 155.20, 155.30, 155.35, Ci,nd 155.75, are being 
or are practically certain to be imported under such conditions and 
in such quantities as to render or tend to renqel;" ineffective, or 
materially interfere with, the price support operationS bei_ilg conduc-� 
ted by the Department of Agriculture ;or sugar cat1e and �ugar beets, 
or to· reduce substantially the amount of any product be�ng processed 
in the United States from domestic sugar. Enclosed is a s_'ll:ggested 
letter to the ltl.ternational Trade Commission. 

Resp�ctively, 

BOB BERGI.k"'D 
-Secretary 

Enclosures 

·�· 
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THE WHITE I{QUSE 

IMPORT FEES ON SUGrl.R, SIRUPS, AND HOLASSES 

BY THE PRESIDENT OF THE UNITED STl\TES OF AMERICA 

A PROCLAMATION 

1. By Proclamation No. 4538 of November 11., 1977, I 

imposec import fees on certain sq.gars, sirups, and molasses, 

derived from sugar cane or sugar beets, classified under 

items 153.20 and 155.30, of the Tariff Schedules of the united 

states (TSUS) (19 u.s.c. 12 02) , irt order that the entry, or 

wi thdra\val from warehouse, for cm:isumption 6f such articles 

would not render or tend to render ineffective, or materially 

interfere with the price support operations.now being conducted 

by the Department of Agriculture for sugar cane and sugar 

beets, or reduce substantially the amount of any product being 

processed in the United States f:t:'Om such domestic sugar beets 

and sugar cane. 

2. Such action was taken pursuant to the authority vested 

in tbe President l:>y the Constitution and Statutes of the United 

States, including section 22 ot the Agricultural Adjustment 

.;ct of 1933, as amended (7 U.S.C. 624). 

3. By letter dated November 11, 1977, 1 requested the 

United States International Trade Corritttission to make an inunediate· 

investigation with respect to this matter pursuant to section 2 2  

of the Agricq.ltural Adjustment Act, as amended (7 U . S.C . 624), and 

to report its find .:ln gs and recommendations to me as soon as 

possible. 

4. The Secretary of Agriculture has advised me by letter 

dated December 29, 1977, that he has reason to believe that the 

fees e stablished by Proclamation No. 4538 are hot adequate with 

res?ect to certai n sugars, sirups, and molasses, derived from 

sugar cane or sugar beets, classiEie� under items 155.20 and 

155.30, of the Tariff ScheduleS of the United S tat es (TSUS) 
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(!9 U. S .C. 1202), to prevent the entry of such articles 

under such conditions and iri such quantities as to render 

. 
or tend to render ineffective, or materially interfere 

wi.th the price support operations. now being conducted by the 

Depart::len.t of Agriculture for sugar cane and. sqgar beets, o:t 

to reduce stibsta.'"ltially the amount of any product· being 

processed ill. the United States from such domestic sugar 

beets anC. suga_r cane, especially sugar no�t to be further 
. ' � 

refined or Lrnproved in quality and sirups and _Ir;l.olasses, and . ' 
'-·· 

the fees previously imposed should be modifiea as hereinafter. 

proclaimed. 

5. The Secretary of Agriculture, in his letter of 

December 29, 1977, has again advised me that he has reason 

to believe that certain sugars, sirups, andmolasses; derived from 

sugar cane or sugar beets, classified under items 155.20 and 

155.30, of the Tariff .Schedules of the United States (TSUS) 

( 19 tJ. s. C. 12.02) , hereinafter · referred to as 1' sugars 1', are 

being, or are practically certcdn to be, imported into the 

United States under such conditions and in such quantities as 

to render or tend to render ineffective, or to materially -

interfere with the price support operations now being conducted 

by the Department of Agricuiture for sugar cane ·and sugar beets, 

or to reduce substantially the amount of any product being 

processed in the United States from such domestic sugar be.ets 

and sugar cane, and I agr�e there is reason for such belief . 

6. The Secretary of Agricu l ture ·has reaffirmed his 

determination and reported to me that a condition ex i sts with 

respect to sugars which req-u i res emergency trea:tment , and that 

import fees on sugars, as hereinafter proclaimed , should be 

imposed without a\vaiting the report and recommendations oi the 

United States International Trade CorTh.-nission. 
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7. I £ind - and declare that : 

(a) Sugars, described.below by use and physical 

description, a:re being imported, or are practically certain 

to be imported, into the United States under such conditions 

and in such quantities as to render or tehd to render ineffective, 

or materially :i,.nte:rfere with, the price support operations _ 

now being conducted by . the Department. of Agriculture for 

sugar cane or sugar beets, or reduce substantially the 

amount of any product processed ih the United States from 

domestic sugar beets or sugar cane; 

(b) A condition exists which requires the immediate 

imposition of the import fees hereinafter set forth, without 

await:i..:n9 the report and reeommendations of the United States 

International Trade Commission; 

(c) The imposition of the import fees hereinafter 

proclaimed is necessary in order that the entry, or wi.thdrawal 

from Wgrehouse, for consumption of such sugar!;? wil.l not render 

or tend to render ineffective, or materia lly interfere with, 

the price support program now conducted by the Department of 

Agriculture for sugar. beets and sugar cane, or reduce substantially 

the amount of products processed in the united States from such 

domestic sugar beets and sugar cane. 

NOW, THEREFORE, I, JIMMY CARTER, President of the United 

States of Amer.ica, acting under the authority vested in me by 

the Constitution and Statutes of the United States of America, 

including section 22 of the Agricultural Adj ustment Act, as 

amended, do hereby proclaim that Part 3 of the Appendix to 

the TSUS is amended as follows: 

1. Headnote 4 is amended to read as follows: 

4. Sugpr, sirups, and solasses 

(a) Licenses may be issued by the Secretary of 

Agr icultur e or his designee authorizing the entry 
of articles exempt from the fees provided for in 

items 9.56.05, 956.151 and 957.15 of this part on 

the condition that such articles will be used only 

for the production ( othe r  than by distillation) of 
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polyhydric alcohols, exdept polyhydric alcohols 
for use as a substitute for sugar in human food 
consumption. Such licenses s hall be issued under 
regulations of the Secretary of Agriculture which 
he determines are necessaryto insure the use �f 
such articles only for such purposes . · 

(b) "Not to be further ref ined or improved in 
quality;' as used in i tern 956.05 means /not to be 
�urther refined or improved in qualiti by being 
subjected substantially to the processes of (1) 
a�finati6n or defecation , (2) clarification, or 
(3) further purification by adsorption or 

crystallization. 

2. Items 956.10, 956.20, 957.10, and � � 7.20 �re deleted. 

3. The fol.lowing. new i terns, in numerJ.cal sequence, ar� 

added following item 955.06: 

Item 

956.05 

956.15 

957.15 

Articles 

.Sugars, sirups, and ntolasses, derived 
from sugar cane or sugar beets, except 
those entered pursuant to a license 
issued by the Secretary of Agricultur� 
in accordance with headnote 4(a): 

Principally of crystalline 
structure or in dry amorphous 
form, provided for in item 
155.20, part lOA, schedule 1: 

Not to be further 
refined or improved 
in quality • • . . • 

·To be further 
refined or improved 
in quality • • • . • 

Not principally of crystalline 
structure and not in dry 
amorphous form , containing 
soluble �6n�sugar solids 
(excludinq any foreign substance 

th�t may have been added or 
developed in the product} equal 
to 6% or less by weight of the 
total soluble solids, provided 
for in item 155.30, part lOA, 
schedule 1 . . . . . . . . . . 

Rates of Dq_t.y 
(S�ction 22 Fees) 

3.35¢ per lb., btit not 
in excess of 50% ad val,. 

3. 00¢ per lb., but not 
in excess of 50% ad val. 

3�35¢ per lb. of total 
sugars, but not in 
excess of 50% ad val. 
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The provisions of this pJ;oclamation and the fees establis:-:eG. 

by items 956.05, 956.15 and 957.15 shall apply to articles 

entered, or withdrawn from warehou.se, for consumJ?tion on and 

after the de1te of this proclamation, except that.· 

such proi.tisions and fees shall not apply to sugar of Malawian 
f 

origin e�t·ered prior to February 15, 1978 pursq,'ant to contracts 

·for deli,iery to the United States entered int o prior to November 

11, 1977; a..'ld shall continue to apply to such articles pending 
. . . 

the report and recommendations of the Unite� ptat.es International 

TraQ.e Commission and action that I may tak� ori them. 
. 

. 1 

.IN WITNESS WHEREOF, I have hereunto set my hand this·· 

day of January, in the year of our Lord Nineteen· 
----------------

hundred and Seventy-Eight, and of the Independence of the United States 

of America the two hundred and second. 



EC00:0:·1IC POLICY GROUP · 

Interdepartmental Task Force on Sugar 

Howard Hjort, Chairman 

Narch 31, 1977 

Issue 

Excessive -vmrld sugar supplies have resulted in 
the decline of raw sugar prices to a level below the · 
average cost of production for U.S. sugarcane and. 
sugarbeet producers. ·This situation is expected to 
persist in the immediate future. The successful 
negotiation of a ne\v International Sugar Agree1nent 
. {ISA) would provide some relief to U.S. ·sugar prnducers. 
If the EPG agrees that a nelv ISA is desirable, the issue 
is. �·lhether .;cme int�rim assistance should be provided 
to u.s. sugar producers since at least a yea� will be 
required to negotiate . an·d implement a new ISA. 

If it is determined that interim assistance 
should be provided, a deci sion must be made as to 
\·lhich of several methods of providing assistance should 
be used. . 

. 

A draft U.S. proposal for a new ISA is presented 
for EPG approval. ·The floor price and financing 
arrangement are highlighted for EPG consideration. 

The U.S. International Trade Commission (ITC) has 
�ubmitted its report on sugar to the President who haS 
until May 17, 1977, to de ci de whether to accept or 

reject the ITC recommendations. An interagency group 
under STR is pr�paring the detailed analysis on the 
report. 

Background 

Forty- years of protection afforded the u.s. 
sugar ind u s try ended in f�74 with the expiration of 
the Sugar Act. As n result of expanded production, 
sugar prices hnve drifted steadily downward from a 
h istor ica l peak of G4.5 cents per pound in November 

--.. ---.... ,.. ...... __, ....... .-;_:__ ________ _ 
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u.s. sug::1r producc.J;s in the :fctll of 1976. 

In response to pressure from producers for increased 

import. protect.i.o:·,, the Scnato. Pin<:<ncc� Co:Tl!!:i ttc:e in 
Septen�er 1976 r�questcd the USITC to undertake a Section 
201 escape clause invastigation under the provisions Of the 
Trade Act of 1.974. Also in September, President Ford· tripled 
the duty on sugar imports to 1. 875 cen·ts per pound to pro­
vide u.s. produce r s  so�e protection while th� USITC's in­
vestigation was undenray. 

During 'the first three months of 1977, U.S. sugar p'rices 
have a veraged 11. 2 cents per pound--a level belm·l the 
13.5 cent per pound tentative USDA estinate of the average 
cost of u.s. sugarb e e t and sugarcane production. Given 
current pl.anting intentions and expected yields, prices 
are forecas t to remain at unprofitable LeVels for the 
foreseeable future. The plight. of U.S. suga rcane and 
sugarbeet producer·s is made \·lorse by competition from 
high fructose corn syrup (HFCS) \·;hich can be produced at 
less cost them most U.S. sugar. A protected price for· 
sugar would encourage increased investnent in HFCS pro� 
duction and thereby hasten its displacement o� sugar. 
While the p�otective options discussed below can provide 
short- term ::-elief, they vlill not sustain U.S. sugai:- pro­
ducers at current record high production. levels . Lo�·ler­
cost HFCS \·lill continue to increa s e its share of the· 
sweetener market at the expense of sugar .. 

USITC Report 

On March 17, 1977, the U.S. International �rade 
· Commissio::1 (USITC) repo rted to the President ·that it 

had found that the domestic sugar indusJcry is being 
threatened \vith serious inj ury by inc reased imports. 
The USITC Co!!l.L"'tliss ioners reco::runended remedies as foilo��J'S: 

o Th ree Commissioners favored an annual quota of 
4.275 million tons to be al located by the President 
on a country-by-country basis for a 5-year peri�d. 

o Tivo Commissioners favored an anr..uai global quota 
of 4.4 million tons for three years to be allocated 
among u.s. importers by the auction of nontrans­
fcr�ble import license�. 
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, country basis for a 5-year period. Allocatiori � \·;ould br� dt�t(?!:r:r�ainr�c1 l)�l the I)��oportion of imrJoT�-:.s 

supplied by cnch of the sug0r�supplying countries 
during the petiod 1972-76. 

The President must decide 't:Jhethcr to accept or reject 
these reconunendations by Hay , 17. I.f the P resident rej

,
ects 

these recorn,'!lendations, the Congress has the authority to 
override the President's decision. 

Interna·tiohal Sug0,r Agreemen·t ( ISA) 

A conference under the auspices of UNCTAD is scheduled 
to begin April 18 in Geneva to negotiate a new,ISA. An 
interagency group chaired by the Department of Sta·te 
has developed a draft u.s. proposal (copy attached) for a 
ne\v ISA \vhich has the general concurrence of interested 
agencies at the technical l evel. The likelihood of 
successfully negotiating an agreement will be enhanced 
if the u.s. announ ces its intentions in advance and assumes 
a strong leadership role in the negotiations. Announcement 
during the conferenc(! (April .18 ..... Hay 27) that the U.S. 
is returning to a country'"'"'by-coui1try quota system or that 
the U.S. is implementing the USITC recorn.rnendations '1.-.rould 
be disruptive. 

Options Relat�d to Support for Domestic Industry 

The first option is to provide no further protection 
at this time. If additional protection is desired, 
options 2 through 4 offer different rnethods.of providing 
it. 

Option 1: Offer no further protection to u.s_ sugar 
producers �t thi � time. 

This option does not exclude the possibility 
of providing adjustment assistance when a 
decision is made on the usrtc report. 

Advantages: 

• Transfer payments called for under any of .the 
protective proposu.ls \vill not · increase income 
for society as a \vhole. Each one cent a pound 
increase in raH su�;a r prices \d 11 cost consumers 

'about $220 mi !lion. 



.0 sugo_r is no lo::1ger a 
;'critical'' item . 

Substitutes are available if there are 
future cutbacks in foreign supply. 

& Protection would encourage substitut� 
sweeteners and thus ter-:c; to offset bene fits 
to domest ic sugar producers� 

Disadvantages: 

9 Employment and capital values in a visible 
and vocal industry will decline a� output and 
earnings· fall off; ·

prolonged lov1 prices 'tvould 
drive some producers per:r.,anently out of 
business. 

e If all forms. of protection _are re
'
jected including 

the �'l'C' s recor:unendaticns, the risk is increased 
that the Congress will override the rej ection 
or .enact a prog:r-q._m ·of its mvn. 

OptiQn 2: Price supt)ort defic:i�I].c:l payr:;'-ents "t·;ith no 
j_mpo:ct ·res·tri_cti�:ls 

· · · 

Section 301 of the Agricultur�l Act of 1949, as . 
amended, authorizes'the Secret.::1ry to provide price support 
to producers through payments to r_)rocessors who pay the 
support price to producers for Sugarbeets or sugarcane. 
A .price suppor -t payment program v;ould be operated, in 
general, as follows: 

--Processor pays produce r the contractual share 
normally paid when the average marke-t price of 
raw sugar is the same as the support price. 

--If the price received in the rna::;:-ket is lmver than 
the support price on which the producer �as paid, 
the processor is paid the difference by CCC. 

--If the price received in the marke t  is higher than 
the support price, the processor pays the producer 
his share of the additional proceeds. 

Advantages : 

o Domestic produ c ers and processors would be assured 
the support price. 

o Payments would reach only the producers/processors, 
and avoid Hindfall gains to re=lners, broker� and 
others. 
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Dom·2s t:i_c ll1ilrl:et price \·:oulc1 co::tir:u(! tb be detc.-:-r.;,.i Ilc:-:1. 

by normal market forces ih re].ationship to world 
marl:et price. 

o No added cost to consumers. 

o No price "umbrella" for inroads by HFCS. 

� -Refiners and fndustrial users could continue to 
h�dge their sugar costs through fature tradi?g· 

o Does not j eopardiz e  u.s. posture .in th� ISA negotiations 

Disa dvanta,ges: 

o Potential costs to the Treasury could amount to 
$500 million or more unle ss there \vere a payment 
cap or other constraint. 

o Large payments \·lhich vmuld be m�tde to some processor/ 
prod ucers would be vis.ible and could be subject to 
pUblic criticism. 

� Payments to producers might be withheld by court 
inj unction on behalf of. fieldh'or}:ers on grounds 
that over past 40 years benefits of sugar·legislaticn 
have been spli t beb·:een \vorkE;:rs and grm·Jers. 

The la�ge potenti�l drain on the Treasury inherent 
in this option could be limited. in at least t\¥0 \·;ays: 

--Directly throug h  a cap on pay2ents per pound, 
e.g. 2 Cents , equivalent to $240 million. 

--Indirectly through an increas2 in·the tariff .. 
The tariff alternative would: 

('�raise the price of all sugar to consumers. 
edisrupt forward contracts. 
t?violate our Gl\.'ET obligatio!! C!nd might require 

compensation 
�reduce net Treasury outlays. 

Option 3: Price support purchase prcg�2� with no �roport 
restrictions. 

Coverpment would purchase sugar 2t the support price and 
sell £t hack immediatelv at the market nri�e with the 
Treasury absorbing the loss. This HouJ�1 have the same econosic 
result as option 2 but couJd avoid the rJossible legal problem 
with workers under option 2. 
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Advantages: 

Q Same advantages as in option 2. 

o Could avoid legal problem with .,,.,orkers . 

Disadvantages: 

et Would req ui re gover,nment to buy all domestically 
produc�d sugar as it is produced. Difficult: to 
admJ.ni ster. 

· 

tt Would be difficult to cap directly. Cotlld be 
capped through. higher tariff. · 

Option 4: Restric tive import quotas 

The supply of sugar avai lable to the u.s. m<itrket would be 
restricted by quota$ in such · a manner as to clear the 
market at the break even point for efficient domestic 
rroducers, i.e., 13.5 cents pa� pound. 

Advantages : 

G .  Domestic producers are insulated from unremunerative 
low world market p�ices . 

· 

o U.S. retail prices 'i.vould be relatively stable except 
in perio4s of shori world su9ar supplies. 

o Does not involve Treasury ou tlays to protect do:t;t'.es·tic 
producers. 

Disadvantages: 

o The market for HFCS '\•Till be enha�ced , hastening 
inroads into the sucrose market. 

0 Quo·tas 'i.·Till inevitably resul, t in ·\-Tindfall profits to 
either domestic refiners or foreign producers, de­
pending on hov1 the quota is administered (if quotas 
were auc tio ned , the U.S. Treasury would gain the 
benefit). 

o Quotas would reduce .ti-ading l.n futures contracts 
making hedging operations difficult at times . 

o Would disrupt ex i s ting forward and long-term contracts . 

. �..-:v·----------..:. ----------�----·-
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. . 
Q · D8termining the quota \'I ill be difficult and, if 

rniscalculz:.·tcd, the desired p::..-icc effect· '>vill not be 
attained. 

o Each 1 cent per pound increase in raw sugar prices 
will cost consumers about $220 million .. 

@ Quotas are inconsistent with U.S. attempts to 
liberalize \vorld trade� and creates potential 
problems in. allocai:ing country quotas. 

� Quotas - are inefficient in delivering assistanc� to 
domestic p roduciers since they would receive only 55% 
of additional user expenditures for sugar. 

ISA Proposal 

The at tached draft proposa1 for a nev: ISA is presen-ted for 
EPG appro�al . All aspects of thi� proposal have been agread 
at the technical level except the follm·ling t-v;o issues: 

IsSl!G ]., : The floor price .in the agreepent. 

The level of the floor price, x in the attachment, 
for which the U.S. should ne�o ti ate has not been resolved .. 
A range within which u.s. representations may negotiate 
should be specified.· 

Production costs and competitive sweeteners will serve 

to limit the real isti c range within which a floor can be 
negotiated. While informatio� en pro�uction costs is 
extremely uncertain, it is unlikely that many countries 
can produce sugar profitably fer less than 9 cents per 
pound. At the other end, a floor ab�ve 12-13 cents 
per pound would probably result in increased competition 
fror:-t HFCS. Hence, a range of 9-'-12 cents may const.i tute 
the realistic range. 

· 

Issue 2: Financing �.rrangement. 

·rt is proposed that the U.S. would contribute $35�45 
million as its share of the cost of the agreement. 
This is a departure from pu.st practice in -o;-;hich the 
U.S. has refused to contribute t.o tbe cost of cor::.rnodi ty 
agreements- The State Departm�nt is studying alternative 
methods of financing the agreement. 
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gfMORANDUr4 FOR ntE . ECONOMIC POLl CY . GROUP 

·· FRO:�: . BOB BERGLAND 
Secretary . 

SUBJECT: ·,Sugar Policy ·· 

: . . . . . ·. - .. .' 
The Wcrld Situation and OutlQok 

- .: ' 
... , . 

· . \�orld end U.S. sugar prices exploded in 1974; tht,y fell nearly as rapidly 
· as they rose. World prir.:es avdragei 11 cents at Ne\1 Veri< in 1973, 31.6 
cents in 1974. 21.9 cents in 1975, and 13.3 Cfnts in 1976 • .  

Today the world sugar pr1ce (Nm� Yori<) is about 8 cents a pound, th� · 
consequence of an excess supply s1tuat1on. World sugar stocks thh 
Hay ara expected to be up 4.6 m1111on tons from i'-my 1976 .. 

Sugar analysts believe that und�r current policies and pricesi sug�r 
producers will reduce area and production and that· consumpt1cn win rise: 
at a relatively t·apid rate, but that Horld consumpt1on is not Hkeiy to 
ex�eed production until at least 1979� 

Current sugar prices are be10\tl the cost of production, •nith th:::: possible 
exception of a fe\i very efficient cane producers. SLr]ar anct1y.sts judge 
the average cost of production on a world scale to be in excess of 11 cf!ntr. 
a pound. 

·Below cost of production pr1ces pose the threat of very high world prices 
early in the 1980*s. 

'The U.S. Situation and Outlook 

t,J.S .. producers cannot produce sugar for n cents a pound. It costs our 

producer-s 12 to i6 cents to produce a pound of raw sugar. The price to 
U.S. producers under the old Sugar Act this year.wou1d ba 14.1 cents a 

pound, without the payment. Adding tha payment would bring the average 
up to 14.6 or 14.7 cents. 

In contrast, the price of ra\'1 SiJgar in tM Uni tad States (Ne�'l York) is 
about 10 1/2 c�nts a pound. Tim 2 1/2 cent gap bet\'lcen the world and u.s. 
price is due to the tariff of 1.375 C>lnts p1us shipping and insurance. 
ihe wholesale prica of refined sug&r is 4-5 cents above the rm<� swJ•lr price .

. 
· 

�.: . �· 
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OUr sugar producers and processors are in difficulty. Four sugar beet 
· · p-roc�ssing plants have been closed so far this year. i<'iOre w111 unless 

our sugar poH(;y is changi!d. Our producers indicated thay would reduce 
beet acreage 1 percent in January.· A larger reduction can be expected 

. due to the adverse weather pattem and protessing plant closings. 
. 

the U�S. su.g<tfr outlook is cc-mplicated hy another development. A. new 

prqcass for producing a competitive sueetener from corn. was dsvaloped a · 
few yean ago .. · Millions have been invested 1n faci11t1as to produce this 
s�etener -� high fructose corn syrup (HFCS). As these ne�:� facilities · 
coma on stf'!eam • .  HrCS will d1splace sugar. · .. . . . . . . ' 

.· Cost of production data for h1gn fructose is sketchy at best. ·Our 
· · analysts judge that a sugar price betwefm l1 and 13 cents a pound would 

.··.· di scourage further investment in fac111tias to produce HFCS. · :Those in 
operation appear to be able to produce HFCS at the current u.s. price • 

. Per ,capita .consumption .. of HFCS 
·
·reached 7.1 pounds iri 1976, .up 2.4 pounds 

from 1975.: Even at the .current price of sugar another 2.1 pounds Of HFCS 
. is expeeted to be added to per capita consumption this year;· A·t 11 1/2 

cents a �und the increase may be about 2.4 pounds and could r1se to 9.9 
and 10.6 pounds tJ1t. .. a raw sugar pr1c:a of. respectively, 12 1/2 and 13 1/2 
e�nts a pound.. · · 

. . 

Roczya1mnded Actions 
·: ·_.,. : 

- � • c . 
' . . . . A world pries of 10 cents a pound wouJd n�1an a 12 l/2 cent price in th::: 
U.S. • assuming the tariff is maintaim�d at 1.075 c�.�nts • . That 1s t;;ithin 
one cent _of the t"ice \'ta ·ud e to be th2 m1nim-..zm level. of supnort to iJ.S..:.. 
producers. � prev ous y noted,. a 3 2 cent u9s. raw sugar price would 

· b3 more than a cent belovw the level w.! \'JOUld have this year under the old 
Sugar Act. · 

Under the most opt1mist1c scenar1oj how-ever, an International Sugar Agree­
ment is a year a\-My. Something mus·t be done in ttle meantime. We can 

leave 1t up to the Congresst or we can take action. 

I have the authority to im�lement a price support program for sugar. LJe 
can either make loans to producers (through processors) or make paym?.nts 
to producars (through processors) • .  

Th� President has tho authority to impose restrictiv�� quotas on sugar 
imports. 
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of 11 1/2 cents a pound; 

( 4.35 mi 1l ion . 

"' 
;2. ,:usea global quota to bring u.s. 'prices up to the level that 

.. ·•. :':.··-�·:;w-ould encota-.age produeers to repzy 1 oan� ( 4.2 mil Hen tons) • .. 

·'··; 

'J • .. � :use 'a globll quota to bring u.s. prices up to 13 l/Z cents 
>a pqtir.d without a pric� support program • 

. : . : ,; : � · .. '. . . . . 
- .. . _ . .  -. . 

.... :·-�------._ :. 
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!· 
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�:� -� .. ��-�-:{< ... > /; ... : .. ·.-:·.'· '::>(�::;·· ... --:.-�-"'��.- -�:;·:> ����:::�:,;· ::··:��--r-:.;,--:...:: J ;·· :·-� ... _- ' : . I �., 
. . • ·: -�- -�: .. 

J ;::�t\��-�\:�:---�·><: ,{:>�\�'�:->::··,:.':_:· .. ···."_,'·· ··· . '.' ·.: ·. .•.• . . 

. 
,J ··�>',;-�;i;{):'<�_;?�'/·c·,. ·/··��;�·.;.;:,,·�:: . . ·:. 

. 

.· : i ·
·
••·
·· .. - �t. •, ·• · . .

. . . .  . 
;,,'�'fb,F�';.:·E·���y�o7�: . 

. .
· 

.. '. . . ·. ··• •···•· · .. . .. 
·. .

· . 

. 
.
. . . 

;- /'·:;:'··:::·: '/&1. ��;re.,S&': of J .�nt. a. pound Jn tJta ·taw :sug�r price add$ ab()ut $125 . 

·����J$�·i��l&l:;;:::���f�:�:=�;tf::�uo;:;� ..... :-.:\�<:;:, ... :·>. $Jifi-,:mHtl.tftf (t.i;.l'·l . ·tenU)�. Jb't .lattar Vk�Jld- include .atout $125 million .. . 
�,:·�j�JK;·��1£f��rt£.��;t·"l��\�;htc;�:��Vqr�us.Y.· . 
{'{/.; .. ;;•_;,·�·::; Pro�u(:ar� i�•would.-,riser$375 mill1o.o ·anc� governJn.ettt.paymEJlts would 

. ·;?t�·��((��i��18�����=��(��{�.$0�:��r��. · . ··· '.;;:·.�;,:,y·,vnuld� t)# '.:%��¥:�t ther!! wtau14· ba .. a m1r�t :1.moun.� for prQcessli1g loans under 

.f,' .. ;J:\�1\f'{���!&�r�l' 
,, .·. ·· · , < · ,. '' t ·· · · ·  · ·. · ·· ·· 
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X ,: . : :ttccline·' in� \«irld. Price --� An increase ittctthe u.s. pr1cQ reiative to the 
. ·; ·' ,;;>: .. Wtirla: pr1tEf\'#ill*"dept·ass the tJtil"ld pric�A .. Each cent increase in the u.s. 

;: :· ;;,,,·;·:··:pritt(�ulu;<� b-elieve.· drop ·t,�;a worlct price by about 1/3 of a cent. 
;·� : •,.'::.'.'/fne·.4ee�asa;'�n the \ltorld prke would be the smaH�5t under Opt�\)t& B (l/3 
;/ )'��-;: _;:_or··&.;c�rt.tl;.aild.�-highast ur.der Opt1ons C arlii D (ona c�nt). · • 
:_,·:.t<-:_":_,;·;:;;:G1oidi\i�;�X:riJ�·�tr.y-b}!�Count�y QuottlS -��-'A-global c�uota leads -�o a windfall 
:. ; : .>: i :� : i:: profit. to. those. �ho import S\.igar.. I1H� Country approach 1c�ds � a ttindfall 
·:·:�·:_I;i·)-:.:;·. pr:&ftt ttrthe\tountrias that s�oo sugar to.us.. The magnitu<!� of the �Jind-
.;J.2:;�::P:·::' f�1l.'.,«fe(Jerid$L�I)On the dfff$�Ce _ bet-,ieen·:tM u�s. and the Horld price. 

, . ;\';:,:f:}:. Our-¢urrent;�tftr�te of' imports 1n th� .absencil of aetiori h 4 .. 4 rni 11 ion 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON, D. C. 20250 

NOV9lDber 1 197.7 

MEMORANDUM FOR S'l'UARr E. EIZENSTAT, ASSISTANT 'ID THE PRESIDENT FoR 
DOMESTIC AFFAIRS AND POLICY 

FROM : . BOB .BERGIAND 
Secretary 

S'UBJ'OCT: Telegram fran Senator Iang, et al Regarding SUga,r Price Support 

Two recent actions have been taken which will serve to clear up same of 
tile confusion over sugar pOlicy. First, op Septanber 29, the President 
signed the Foo(l and Agriculture Act of 1977. That A,ct contains the 
so-called ''de .la Garza Ciillendment" which mandates a price supi;XJ:rt loan or 
purchase program for the i977 and 1978 suga:r�t. and sugarcane crops. 
That program will be implemented as soon as regulations and procedu..res 
can be drafted and approved (current target date: NoVember 8). Second, 
on October 5, we announca:l an inter:irtl payments (subsidy) program designed 
to bridge the gap between t:lle present and full implementation of the 
d� la Garza program. 'Ihese programs, ta,ken together, shoUld �e the 
cantinue1 survival of the danestic sugar indUstry. 

· 

Sena,tor .long's in:fonnation regarding increased sugar imports is essenti.;llly 
oorrect. we believe �t sugar stocks are 750,000 to l,OOO,OOO tanS higher 
than is custanary and traditional. �tis about one nnnth's supply at the 
nonnal usage rate. Hmrever, not all of the increase in stocks can be 
attributed .to anticipation o! the SUgar Price Support Prog+am� Sane 
bUildup of stocks is due to the threat of a dock strike this fall. 

Nnally it should be stressed that this Depart:rrent is giving highest · 

priority to develo�t and implementation of the Sugar Price Support 
Program contained in the Fcxxl and Agriculture Act of 1977. 
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To Mr. . Secretary 

On March 17, 1977,_t.he United States Inter­
national Trade Commission (USITC) reported to me 
the results of its investigation, conducted under 
Section 201 of the Trade Act of 1974, in which 
the Commi$sion determined th�t ·increa.sed impo�ts 
of sugar are a substantial cause of the t.'u:"eat qf 
serious inj ury to the domestic sugar ind1.1stry. 
The USITC recommended the imposition of an annual 
quota of 4 • 2 7 5 million short · tons, ren-T· value, fo:r 
a five-year period beginning 'tvith calendar year 
1977, to be allocated atnong supplying countries 
in an equitable manner.· 

· 

I have de-termined toCiay that import relief 
is not in the national economic interest.· Hmvev er , ·  

I believe that a strong and viable domestic sugar 
in(lustry is vital to the economic 't•iell being of 
the Americanpeople, and that this can best be 
achieved by the negotiation and implementation of 
an International Sugar Agreement. .As you knmv- 1 
I have instructed our negotiators to enter in·to 
negotiations regarding such an agreement and 
discussions are now under\"tay in Geneva. 

In the i·nterim, pending complet;i.on of these 
negotiations, I have decided that the implementa­
tion of domestic measures are necessary·to help 
u.s. producers and proc��sors through the present 
p er iod of lo\·T ·prices. Accordingly, I hereby . 
request that you institute, pursuant to Section 
301 of the Agricultural Adjust.'Tient Act of 1949, 

I 
I 
l 
i 
I 
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a prog�;:;� :: :: :: =-�-;:.:: :==::::.·.:::e::s �::::=.::i:-:g supple­
mental p=.::--::-.e::':S' 2: '.: ; -:: ':�·10 ::::-:.s a :;;,ound, 
whenever tE:.e :::-.=..:-:.:et ;;:= _:: _ falls bs::=a th 13. 5 
cents per ?O'.::-:=, fo:- -:.:-:. :: inter in pericd, unt il 
an Intern:::.ti�::-.=..1 s·�gar _:_;reement is successfully 
negotiateC. a:-�:: i::l.?lezr:s:-. -::ed. 

Sincer«.;;ly, 

The Honorable Robert S. Bergland 
U.S. Depa:rtment of Agriculture 
Washington, D.C. 20250 

�---­
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HElvlORANDUH FOR: 

FROH: 

SUBJECT: 

" -- - � .  
- - -· . :  .. ...::. . - ' 

:-:=. ·_· 3 1 19 J f 

THE PRESIDENT 

S'rUART EIZENfiTAT \21 . . . 
LYNN DAFT }Y_ 0-{}L. 

. \1--
. 

Implementing Documents for Sugar 
Decisions 

�our recent· decisions-to: (a) deny import relief for · · 

the sugar industry, (b) institute an income support 
p:ogram for dom�sti<? sugar producers, �md <c::>. concur 

· 

l�i\ 
'\'ITJ. th the deterrnJ.natJ.on that sugar_ rem�un elJ.gJ.ble fo.r f"liY")A1 � 
duty-free treatment

. 
under the Gener�lJ- �ed System of '/ � :-t::,; � · 

Preferences can be 1mplemented by s1gn1ng. the attached. � 
We are planning to make your decision public at.4:00 p.m., 
Wednesday, May 4. 
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'J;'he Uni-:.si ::-:.=.::es :-;:=.:: 3ad.e c. st:corLg c orTh.--nitme nt to the 
negotia.::..:.::: j.: an ::.:_, Hhi::h, if successful, \'lill provide 
Somo 1. 0""' --.- ;:::. ..... ,., ;:, s .... , . . . =- e o.c ..... r-'='a+-e.,... s ..... ab1'll' ty of .• ld . - -·-:: -.--·'· - . �-""'- ___ c .... -:: -- - � '- . \,or 
sugar pricas an4 su;;lies. The successful negotiation 
and imple::::e:::tation �= an ISA would render unnecessar;y 
£urther considerati-:::-t of unilate+al measures by -the · 
United States . 

Finally, I am asking you· to continue to follm·T the 
sugar import situation closely and, in consultation 
with the Secretary of Agric\llture to advise. me with 
respect to any need :for consideration of further actions. 

I have also:concurred with the determination by the 
Trade Policy Staff Conunittee . tbat sugar ·will remain·. 

. 

eligible for duty-free treatment under the Generaiized 
System of Preferences (GSP} • .  

This determination shall be published in the federal 
Register. 
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MEHORANDUN FOR -

�>1ay 3 , ·. 19 7 7 

THE S;>ECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS 

SUBJECT: Decision on Sugar Under Section 202(b} of 
the Trade Act of 1974 

Pursuant to Section 202(b) of the Trade Act of 1974 
19 U.S.C. 1330, 88 Stat �014, I have determined the 
action that I will take \'lith respect to the report 
of the U.S. International Trade Commission on the _ 
results of its investigation regarding sugar, dated 
Narch 17, 1.977. Th.i,s investigation \'las undertaken at 
the request of the Senate· Finance Committee� 

· 

I have determined that import relief for sugar is.not 
in the national economic interest. Import relief", 
achieved either through quotas or tariff increases, 

· \•muld have an inflationary impact on the economy, 
raising prices to consumers \'li thout the promise of. of:f:­
setting price stabilization benefits. ·Import relief 
would be of questionable benefit to the domestic �ugar 
�ndustry, because it would encourage increased market 
penetration by s ubstitute sweeteners, particula_rly high-. 
fructose corn syrup which can be produced at a lm..rer cost 
than most U.S. Sugar. Finally, import relief would ad-­
versely affect:- the export earn:lngs of a large number of 
developing countries which depend. on sugar .exports for. 
their economic grm.;th und prosperity. 

I firmly believe that it is important t6 maintain a 
viable domestic sugar industry in this country. I have 
therefore reques·ted the Secretary of Agriculture to 
institute an income support prog ram fo� sugar producers, 
o f fering supplemental payments of up to 2 _ cents per pound, 
whenever the market price falls beneath 13.5 cents a pourtd� 
Such a program will help cove� the costs of production of 
U.S. sugar producers, pendi�s th2 negotiation of an 
International Sugar Agreeme�t r:s�). 
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liobert D. I.iooer 

�:t E-x-ecutive Cla."'.it 

The Eonorable Eob s .. � 
SecretarJ" at Agriel:].ture 
\�hingtca, :o.c. 20250 
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January 23, 1978 

Deor Hr. Secretar.r: 

'l'he enelosed copy of a Procl.a.ma.tion by the 
P.resident1 entitled "Impor·t [Fees on SUgar, 
Sirups, and l-tola.saea,'! is transmitted for 

I 

the filea of the De��ntjof Agriculture. 
I 

Sincere�", 
I 

Robert D. L1r¥1er 
chief Executive Clerk 

! 
The Honorable Bob s. :Berg.la.in 
Secrctury of Agriculture J 
Wss.h1ngton, n.c. 20250 

Enclosure 

----· ----- - --�- ---------------:.::. ... ________ __ ____ . .  
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